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THE FEDERAL RESERVE ACT 


The Federal Reserve Act, signed by President Woodrow Wil- 
son on December 23, 1913, has already aroused much criticism, 
many different expressions of opinion, and elaborate discussion of 
details. Great political prejudice has been engendered. Through- 
out the past year the discussion has been almost continuous, at 
first in a limited number of publications and in technical circles, 
then in the secular press, on the platform, and generally through- 
out the country. Taking the debate on the so-called money trust 
question as the precursor of that which dealt with banking legis- 
lation, in the proper sense of the term, the controversy in Con- 
gress has also been well nigh continuous for the past year. As a 
result of this twelve months effort, roundly speaking, and of the 
preliminary work which had gone before, the country has today 
on the statute books, a law much more inclusive and incisive than 
any that has been adopted since the passage of the national bank 
act in 1863-1864. Indeed, the new measure is more far-reaching 
than the national banking act itself, since the latter was pri- 
marily a change in the method of issuing currency, while the 
Federal Reserve Act is not only that, but is also a radical trans- 
formation of the methods employed in the creation of bank credits. 
It is not likely that the Federal Reserve Act will become fully 
effective save after a considerable period of further criticism and 
analysis. What the act means, how it has come into existence, 
its relation to banking proposals past and present, and the 
methods by which its adoption has been secured, as well as the 
opposition from which it has suffered heretofore and wi!l suffer in 
the future, are, therefore, of fundamental interest not only as a 
matter of history and current politics but as an element in the 
further development of American banking legislation. The pres- 
ent study can afford only a general sketch of these varying phases 
of the measure, but it will endeavor to set forth some of the 
more salient elements in the situation. 

No current economic issue has received more attention of a 
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notwithstanding that it embodies, and at every stage of its prog 
ress has embodied, the essenti: 1 ideas regarded as fundamental by 
thoughtful students of the problem with which it deals. Selfish 
interests entwined about an obsolete and injurious system of 
banking have striven their utmost to discredit the legislation and 
to place obstacles in the path of its advocates; supposed experts 
have lent their services to the defense of the worse elements in the 
existing situation; and the press has too often done what it could 
both to misrepresent the facts and to discredit the motives of 
those who were honestiy laboring for the fundamentals of reform. 
That under these conditions and in spite of them the Federal 
Reserve Act has been passed, some of the older conditions reme- 
died, and a way opened to the very great improvement of Ameri 
can banking, both from the technical and from the broader point 
of view, is primarily due to the honesty and sincerity of the 
House leaders entrusted with the a ty of presenting a reform 
measure, to the constant and courageous coéperation of the Treas 
ury and its chief, and above all to the unwavering determination 
and keen insight of the Executive. Secondarily, the result shows 
the capacity of the dominant party for discipline and leadership 
and its power to shake off false traditions and past mistakes. 


[ 


A brief outline sketch of the legislative history of the Federal 
Reserve Act may first be presented.’ Without at present enter 
ing into the early history of the process by which the measure 
itself was framed, between April, 1912, and June, 1913, it may be 
generally said that during the period referred to a preliminary 
draft of what later became the Federal Reserve Act was shaped 
under the auspices, first of a sub-committee of the House Bank- 
ing and Currency Committee as organized in the Sixty-second 
Congress, Hon. Carter Glass of Virginia being chairman of the 
sub-committee in question, and then under the auspices of Mr. 
Glass himself as the ranking Democratic member and prospective 
chairman of the banking and currency committee to be organized 
in the House of Representatives of the Sixty-third Congress. 

Upon the basis of careful investigation, conducted under di- 

*Much of this history, in its greatest significance, is not a matter of record, 
since the events which formed the principal parts of it occurred behind 
closed doors in the party caucus, or during consultations of legislative 


leaders. No complete review of these events and phases in the history of 
the bill will be undertaken within the scope of this paper. 
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banks would be organized by existing banks, both National and State, 
as stockholders. It believes that banking institutions which desiré 
to be known by the name “national” should be required, and can 
well afford, to take upon themselves the responsibilities involved in 
joint or federated organization. It recommends that these bankers’ 
banks shall be given a definite capital, to be subscribed and paid by 
their constituent member banks which hold their shares, and that 
they shall do business only with the banks aforesaid, and with the 
Government. Public funds, it recommends, shall be deposited in 
these new banks which shall thus acquire an essentially public char 
acter, and shall be subject to the control and oversight which is a 
necessary concomitant of such a character. In order that these 
banks may be effectively inspected, and in order that they may pur 
sue a banking policy which shall be uniform and harmonious for the 
country as a whole, the committee proposes a general board of man 
agement intrusted with the power to overlook and direct the general 
functions of the banks referred to. To this it assigns the title of 
“The Federal Reserve Board.” It further recommends that the pres 
ent national banks shall have their bonds now held as security for 
circulation paid at the end of 20 years, and that in the meantime 
they may turn in these bonds by a gradual process, receiving in 
exchange 3 per cent bonds without the circulation privilege. 

In lieu of the notes, now secured by national bonds and issued by 
the national banks, and, so far as necessary in addition to them, the 
committee recommends that there shall be an issue of “Federal 
reserve treasury notes,’ to be the obligations of the United States, 
but to be paid out solely through Federal reserve banks upon the ap- 
plication of the latter, protected by commercial paper, and with re 
demption assured through the holding of a reserve of gold amounting 
to 33 1/3 per cent of the notes outstanding at any one time. In order 
to meet the requirements of foreign trade, the committee recommends 
that the power to establish foreign branch banks shall be bestowed 
upon existing national banks under carefully prescribed conditions 
and that Federal reserve banks shall also be authorized to establish 
offices abroad for the conduct of their own business and for the pur- 
pose of facilitating the fiscal operations of the United States Govern- 
ment. Finally and lastly, the committee suggests the amendment of 
the national-bank act in respect to two or three essential particulars, 
the chief of which are bank examinations, the present conditions 
under which loans are made to farming interests, and the liability of 
stockholders of failed banks. It believes that these recommendations, 
if carried out, will afford the basis for the complete reconstruction 
and the very great strengthening and improvement of the present 
banking and credit system of the United States. The chief evils of 
which complaint has been made will be rectified, while others will at 
least be palliated and put in the way of later elimination. 

The Federal reserve banks suggested by the committee as just 
indicated would be in effect coiperative institutions, carried on for 
the benefit of the community and of the banks themselves by the 
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Board, which is to be a strictly Government organization created for 
the purpose of inspecting existing banking institutions and of regu- 
lating relationships between Federal reserve banks and between them 
and the Government itself. Careful study of the elements of the 
problem has convinced the committee that every element of advan- 
tage found to exist in coéperative or central banks abroad can be 
realized by the degree of coéperation which will be secured through 
the reserve-bank plan recommended, while many dangers and possi- 
bilities of undue control of the resources of one section by another 
will be avoided. Local control of banking, local application of re- 
sources to necessities, combined with Federal supervision, and lim- 
ited by Federal authority to compel the joint application of bank 
resources to the relief of dangerous or stringent conditions in any 
locality are the characteristic features of the plan as now put for 
ward. The limitation of business which is proposed in the sections 
governing rediscounts, and the maintenance of all ope rations upon 
a footing of relatively short time will keep the assets of the proposed 
institutions in a strictly fluid and available condition, and will insure 
the presence of the means of accommodation when banks apply for 
loans to enable them to extend to their clients larger degrees of as 
sistance in business. It is proposed that the Government shall retain 
a sufficient power over the reserve banks to enable it to exercise a 
directing authority when necessary to do so, but that it shall in no way 
attempt to carry on through its own mechanism the routine opera 
tions of banking which require detailed knowledge of local and indi- 
vidual credit and which determine the actual use of the funds of the 
community in any given instance. In other words, the reserve-bank 
plan retains to the Government power over the exercise of the broader 
banking functions, while it leaves to individuals and privately owned 
institutions the actual direction of routine. 

As first presented, the bill was taken in hand by the Houss 
Committee on Banking and Currency, which, however, had not 
been named until a few days previous to the introduction of the 
measure. The committee held its first meeting on June 6: then 
began the active work of considering the bill on July 7; and con 
tinued regular sessions several hours each day until the beginning 
of September. The bill was then reported to a Democratic caucus, 
and after about two weeks of discussion behind closed doors was 
ratified, and was thereupon formally reported, on September 9, to 
the House of Representatives, where it was taken under debate on 
September 10, and ultimately forced to a passage in the Houss 
on September 18. It was then sent to the upper chamber and was 
taken under advisement in the Senate banking committee wher 
extensive hearings were promptly begun and were continued until 
October 25. Thereafter, a month of consideration in committe: 
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the deposits with the reserve banks rather than with national banks 
as in the past. 

As a method of retiring United States bonds and na 
tional bank circulation, the Senate bill provided that these se 
curities might be annually assigned to federal reserve banks in 
a sum not to exceed $25,000,000, the banks to be required to 
purchase the bonds at par from their existing owners and to 
issue upon them, as security, notes exactly similar to existing 
national bank notes and subject to the same requirements, limi 
tations, and obligations. 

In dealing with the reserve question, it was provided that 
federal reserve banks should maintain 35-40 per cent instead of 
33 1/3 per cent as in the House bill, and that national banks 
should maintain in central reserve cities 18 per cent, in reserve 
cities 15 per cent, and in the country 12 per cent, of demand 
deposits, with 5 per cent against time deposits, both the propor- 
tion to be kept in the reserve banks and the rate of transfer being 
altered, as compared with the House bill, in such a way as to make 
the process of transfer easier for the contributing banks. By 
way of still further lightening the burden, which, it was supposed, 
would be imposed upon the banks in this process of transfer, it 
was provided that one half of the credits to be established with 
the reserve banks created under the bill might be paper eligible 
for rediscount, while the notes issued by the reserve banks were 
also allowed to be counted in the reserves of these member banks. 
The Senate bill, moreover, extended the provisions of the so-called 
Aldrich-Vreeland law of 1908, and inserted in the measure a pro- 
vision authorizing the Secretary of the Treasury to sell bonds 
for gold, should such a measure be necessary at any time to main- 
tain the redeemableness of federal reserve notes. Lastly, the 
Senate bill largely altered the provision which had been made 
in the House for the collection of checks and drafts at par 
throughout the country. While under debate in the Senate, the 
bill underwent some further alterations, none of which, however, 
materially changed its more important aspects as already de 
scribed. Such clauses as were inserted were intended mainly to 
clarify the language or to add further safeguards which had been 
found or thought to be necessary here and there as the work 
proceeded. 

Little needs to be said of the debate in the Senate. Much of it 
was distinctly partisan in tone, only an occasional argument 
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thus divided into two portions, the one consisting of administra 
tion Democrats and those who voted with them, while the other 
consisted of old-time Republicans, Progressive Republicans, and 
one anti-administration Democrat. These two sections were nu 
merically equal and both reported bills. That of the amalgamated 
opposition already described provided for but four reserve banks, 
end in various other particulars was considerably at variance 
with the terms of the official measure, which had ultimately been 
presented by the administration section of the committee. By a 
resort to caucus action which was early determined upon, it was 
possible to enlist a majority of two votes on the side of the offi 
cial draft of the measure which in its ultimate form closely fol 
lowed the House bill, as has already been indicated. The measure 
reported by the other section of the committee figured to som« 
extent and was ultimately brought to a vote as a proposed 
amendment, but was defeated by the majority of two already 
referred to. 

The substance of the work done in conference committee may 
be summarized somewhat further in order to bring out the points 
that had been accepted as innovations upon the House bill and 
those that have been rejected because the changes proposed in 
them were not deemed wise. Turning first to the alterations in 
the House bill that secured acceptance, the principal features 
may be enumerated as follows: 

(1) Introduction of provision for sale of stock in federal re 
serve banks to the public in the event that not enough banks sub 
scribe for the stock to furnish an adequate capital in any given 
district. 

(2) Provision for alternative voting in the choice of directors 
of federal reserve banks so as to insure prompt election. 

(3) Reduction of number of federal reserve banks to not more 
than 12, as against the “at least 12” of the House bill. 

(4) Elimination of requirement that all national banks 
recharter. 

(5) Broadening of powers of Federal Reserve Board and mod 
ification of language relating to rediscounts between federal re 
serve banks, so as to render such rediscounts easier than was 
intended by the House bill. 

(6) Provision that the Secretary of the Treasury might, not 
must, deposit public funds in reserve banks. 

(7) Reduction of reserve requirements placed upon member 
banks under House bill. 
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fact, it is an accurate generalization that the final bill as com 
pleted in conferenee committee and as passed by both Houses was 
. closer approach to the original House draft of the measure than 
anything that had intervened during the time the bill was going 
through the various permutations to which it was subjected in its 
slow progress from one stage to another of the legislative process. 

At one other point there was marked and vital departure from 
the original House measure—the provision with reference to the 
refunding of United States 2 per cent bonds and the treatment 
of the currency based upon such bonds. On this subject the 
final action of the conference was nearly equivalent to the ac 
ceptance of a plan formulated by the administration and designed 
to take the place of all of the various other schemes that had 
been recommended from different sources in either House. Th 
action as to bonds was, therefore, not a concession by either sid 
but was a virtual surrender by both and an acceptance of th 
conclusions of the Treasury Department. Barring the two mat 
ters already mentioned, the House measure was changed in no 
respect that affected its essential working; nor could it be said 
that even in these particulars it had necessarily been subjected 
to modification, since, in both, the action contemplated by the 
provisions ultimate ly adopted was permissive rather than 


compulsory. 


II 


What was the origin of this measure? We have already seen, 
in outline, how the bill had been developed by a gradual pro 
cess of study under the auspices of a sub-committee of the House 
Banking and Currency Committee. The student of currency his 
tory in its analytical aspect will not, however, be satisfied with 
this as an explanation of the new measure, but will seek to know 
from what ultimate sources and with the use of what materials th 
measure was constructed. The answer to be given to such a ques 
tion is necessarily complex. ‘The Federal Reserve Act is the 
product of a lengthy course of development and has grown grad 
ually out of the discussion and analysis of the past twenty years. 
It is not drawn, even largely, from any single source, but is the 
product of comparison, selection, and refinement upon the various 
materials, ideas, and data, rendered available throughout a long 
course of study and agitation. Many bills embodying the same 
general line of thought that now finds expression in the new act 


have been offered in Congress; some have been suggested outside 
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holding banks for protection in time of danger. ‘The new act 
provides for 12 reserve banks, introduces the principle of local 
control, calls for strict government oversight, shifts reserves from 
present correspondent banks to the new institutions, minimizes the 
influence of the larger banks in directorates, and generally diffuses 
control instead of centralizing it. It leaves banking as such to 
be practiced by bankers ; it vests the control of banking in the hands 
of government officers. ‘The theory and purpose of the new act 
are widely different from those of the Aldrich bill. Where the 
Aldrich proposal veers widely away from the tendencies that have 
been developed during the preceding ten years of American banking 
discussion, the Federal Reserve Act closely follows them. Indeed, 
the act of 1913 is closer to any one of half a dozen bills of former 
years than to the Aldrich proposal. 

From the standpoint of technique, as already noted, the case is 
quite different. With r gard to stock issues, kinds of paper eligi 
ble for rediscounts, and not a few other particulars, the Federal 
Reserve Act follows lines laid down in the measure which bore the 
name of Senator Aldrich. In fact, the original House bill, for 
strategic purposes, retained wherever it could safely do so, th 
language of the Aldrich bill as regards banking technique, its 
framers recognizing that by so doing they enormously reduced 
the hold of the opposition and immensely contracted the field 
within which the familiar charges of “tunsoundness” could find 
scope. The decision to follow this plan for strategic reasons was 
amply warranted, as the subsequent conflict with the banking in 
terest showed—that interest having repeatedly endorsed the Al 
drich bill, and being, therefore, forced into constant conflict with 
itself in its criticism of the new measure. The fact that its leading 
representatives were so early reduced to vague charges of “social 
ism,” “coercion,” and “inflation,” or “contraction” (according to 
the bias of the speaker of the moment) clearly demonstrated th 
difficulties to which they were subjected by the methods employed 
in preparing the draft of the Reserve Act. Moreover, the most dé 
sirable features of the Aldrich bill were found in its sections dealing 
with banking technique—upon which some of the country’s best 
banking ability had been expended. The “theoretical” portions of 
the Aldrich bill were of no value whatever to any save a student of 
methods for producing monopoly. The Aldrich bill and its ac 
companying documents, in short, contained no revelation of finan 
cial wisdom. Nor was there anywhere in those limited portions of 
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the subject are seen in section 18 dealing with the retirement of 
government bonds, in which is perpetuated the view that, if pos- 
sible, bond-secured currency must be maintained at something 
like its present level in order to insure the existence of the “‘needed 
money” in the country independent of the “elastic currency” 
provided for by the terms of the enactment. It is probable also 
that in several of its provisions designed to prevent the participa- 
tion of bankers, or those who are interested in banking institutions, 
in the management of the new system, the legislation will be re- 
garded as open to criticism and as having drawn too heavily upon 
radical proposals of former years. One of these may be cited as 
an example. Under the guise of a clause revising the visitatorial 
powers of the government with respect to banking institutions 
(section 21), there is inserted in the measure an _ implied 
authority for the examination of banks by congressional commit- 
tees—a power which was proposed during the so-called Untermyer 
reform movement directed against the “Money Trust” in 1912, 
but which was then refused by Congress. It will be pretty gen- 
erally conceded, even by “conservative” critics, that none of those 
particulars in which the new measure has been influenced by past 
legislative currents popularly regarded as unsound is very serious 
in its practical effect. The fact will remain that the influences 
have been present and that the bill bears the marks of the struggle 
through which it passed and of the varying views of widely differ- 
ent minds which had to be consulted or considered in connection 
with its making. All this is so unmistakably true that it must be 
recognized even by hasty students of the history and origin of the 
legislation of 1913. It has thus not owed its inspiration to any 
single source, notwithstanding that the underlying and guiding 
principles of its composition are those which have been long since 
recognized as being the necessary basis for genuine banking re- 
form in the United States. It is a notable fact that many of 
those who have, after a cursory study, attributed a given origin 
to the measure, and have most positively asseverated its resem- 
blance to given examples of legislaticn. have subsequently, upon 
closer acquaintance with its terms, seen good reason to alter their 
position and have wholly abandoned their earlier attitude of 
mind. 


It is now necessary to devote some attention to the new legisla- 
tion from the broad general standpoint and to note the signifi- 
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cated in various parts of the country, where they will be quickly 
responsive to, and in sympathy with, business necessities, and 
prescribes by rigid rules that these funds shall be applied solely 
to commercial needs and to nothing else, since the loans that may 
be made by these new banks are narrowly restricted in term and 
in character; (2) it broadens the methods of doing business al- 
lowed to national banks, so far as relates to investments in legiti- 
mate commercial paper, and narrows them correspondingly, so 
far as relates to investments in stocks and bonds; (3) it increases 
the loaning power of the banks of a given community, and prom- 
ises to such banks, when in need of assistance, the support which 
will be derived from the combined resources of their fellow banks 
in the same community or region. Its effort is thus to promote 
the growth of commercial credit and to protect that credit when 
brought into existence. It differs from the present law, in that 
it refuses longer to look upon the business man as one who “bor 
rows money” at a bank, and regards him as one who manufactures 
a commodity—commercial credit and the paper representing it— 
which he sells to banks, and which it is the function of the latter 
to insure and to keep liquid. It regards the duty of the bank as 
being, above all things else, that of maintaining specie payments 
and sustaining the solvency of the community; and it declines 
to consider the banker as one whose duty it is to promote enter- 
prises, float issues of securities, or aid in stock speculation. That 
all these phases of financial effort have their place—a desirable 
place when properly defined and recognized—the act fully con- 
cedes, but it holds in principle that that place is not found in 
connection with the work of commercial banks. 

If the business community contents itself with simply con- 
tinuing its present methods of operation, it will derive great ad- 
vantage from the law. It will find: (1) that local banks will be 
able, by rediscounting the paper of local enterprises, to provide 
the funds needed by such enterprises in their operations; (2) that 
there will be no such wide fluctuations of interest rates either 
geographically or from season to season as now exist; (3) that 
there will be no necessity of emergency measures to safeguard the 
country from the possible results of financial panic or stringency. 
Credit will be more simply available, cheaper, and more equitably 
open to all. Not the least advantage to the business man will be 
found in the provisions with respect to bank examinations; since 
through these, it may be hoped, many operations which have been 
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be made by member banks that correspond to the actual cost to 
hem of collecting funds for their clients, but it places these 
harges under federal control and specifically authorizes the Fed 
eral Reserve Board to restrict them by rule. This is as it should 
be. In years past American commerce has suffered severely from 
the infliction of high, not to Say, excessive, charges for check col 
ection upon business men throughout the country. So far has 
this type of extortion been carried that it was testified by country 
banks during the past summer that in many instances fully on 
lf of their earnings were due to such charges, and that they 
uld not get along without them. Such exorbitant rates wer 
\intained by agreements among banks and the development of 
code of what is called “banking ethics,” whereby banks were 


prevented from cutting the excessive charges had they been s 


inded. Much of this evil may be expected now to disappear. 
The banks will be restricted, when the system is fully in operation, 
to moderate rates; and thereby a great burden will be lifted from 
the backs of the commercial community. In the opinion of some, 
this burden will in part be removed by the process of clearing 
checks instead of collecting them, which is to be inaugurated under 
the new system. But whether it does so disappear or not, the 
merchants of the country will be relieved of the excess charges 
made by the banks in the way already indicated. In many in 
stances this will save thousands of dollars annually to individual 
firms. 

A less direct, although most important, aspect of the new law 
in its relation to business is seen in the economy of gold that will 
be effected under it. The original bill provided for maintaining 
reserves at about their present height, in the belief that ultimately 
the governing board would let them all down to the level pre 
scribed for country banks. The final act makes a very great re 
duction in reserve requirements and will release a great volume of 
money after all new needs for the reserves of the federal reserve 
banks have been complied with. That this will produce some 
danger of inflation during the transition period—a danger that 
will need to be carefully guarded against by the best sense of the 
banking community—is evident. After that period has been 
passed, the reduction in the amount of gold that must be carried 
constantly in bank vaults will really be far-reaching. The United 
States has for many years been obliged by its antiquated banking 
methods to use much larger gold reserves than any other country 
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new law, banks of moderate capitalization may, under the super- 
vision of the Reserve Board, establish branches in foreign countries, 
and operate them subject to very broad and liberal terms of 
business management. This should end the constant complaint 
about lack of banking accommodations and should place Ameri 
cans in the foreign trade upon a footing of equality with foreign 
competitors. It is true that, as has recently been noted, the 
United States lacks a supply of well-trained bank managers ac 
quainted with foreign practice and ready to expatriate them- 
selves for the time necessary to carry on a branch office elsewhere. 
Such shortage of trained men will, however, be overcome as soon as 
opportunity of a real sort is offered, just as the lack of well 
prepared consuls has already been overcome in a very large degree, 
since the consular service was placed, at least partially, upon a 
footing of efficiency, and promotions made in a measure according 
to merit. It may be confidently expected that American foreign 
trade will within a short time be afforded all the assistance that 
ii can reasonably call for under the very liberal provisions now 
made for foreign branch banking. 

The general management of the new system has wisely been 
taken, in part, out of the hands of bankers; and has been placed, 
in a measure, in those of men representing commerce, industry, 
and agriculture. This is not because of distrust of bankers or 
because of a feeling that special discrimination should be shown in 
favor of given classes in the community. It is due to a feeling, 
everywhere recognized, that the industrial portion of the com 
munity should be given a voice in the management of the com- 
mercial credit of the nation, and that banking is, in its highest 
and best sense, a semi-public function, carried on, not merely as 
a means of profit, but for the sake of providing for social wants 
in the creation of credit and the maintenance of redemption. The 
business man, in the best sense of the word, is expected to take 
a living and direct part in the work of carrying on the new system, 
no matter whether he owns stock in any bank or not—and perhaps 
the more freely if he does not own such stock. He will thus be 
crafted into service because of the significance of banking to 
every class and section of the country, and because of the per 
ception that it, like transportation, is no longer to be considered 
solely a private money-making industry. 

To get the full advantage of the system, the business man needs 
to arouse himself to a new conception of his functions and duties. 
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THE NEW INCOME TAX 


The new income tax law, which is known officially as Section II 
f the Tariff Act of October 3, 1913, is the result of a movement 
that has been going on in this country for over a third of a cen 
tury. The great western democratic upheaval which brought forth 
the many radical granger laws of the seventies and eighties domi 
nated not only state but also national legislation and forced the 
enactment of the silver, interstate commerce, and anti-trust acts. 
It produced, also, as a part of the same general legislation, the 
income tax law of 1894, a law not premature in the time of its 
enactment, but, nevertheless, one which was soon nullified by the 
United States Supreme Court in a decision that the great majority 
of citizens considered a radical reversal of long standing prece 
dents and an unwarranted overthrow of the will of the people. 
No decision during the present generation has so shaken the con 
fidence of the masses in the fairness of this high tribunal nor has 
any brought forth so many assaults upon its integrity. Perhaps 
even more lamentable was the arousing and increasing of class 
prejudice throughout the nation.’ 

It was some time be fore the masses and their leaders recovered 
from the shock of this decision. The great western movement had 
been effectually checked and thwarted; the former silver legisla 
tion had already been repealed; the great trusts had succeeded in 
circumventing the anti-trust law; and the gold forces were soon to 
establish their standard upon a firm foundation. Any effort to 
ecure an income tax seemed hopeless unless the Supreme Court 
could be reorganized or an amendment to the federal Constitution 
adopted. The former alternative was impossible so long as the 
opposing hosts were in political power, and the latter was almost 
equally hopeless because people had almost come to believe that 
formal changes in the Constitution were practically impossible 
short of civil war. The gradual relief from the prolonged eco 
nomic stress of that period tended to lessen the pressure for an 
income tax, and before long the attention of the nation was di 
verted by the Spanish-American War and the great industrial 
revival and scramble for world markets, which followed that event. 

But in spite of these facts, there were several attempts to cir- 


cumvent the court’s decision and to accomplish by indirection 


*Seligman’s Income Taz (1911) contains an admirable discussion of this 


decision and of the succeeding efforts to secure a national income tax. 
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changes were made, but few amendments involved fundamental 
principles. All classes of interests throughout the country con 
ceded that it would be enacted substantially as introduced and 
few offered objections to the general principle of income taxation. 
Many did object, however, to various details, particularly to the 
high exemption or abatement and to the provisions for collection 
at the source. The life insurance companies conducted probably 
the most extensive campaign to modify certain provisions, and 
with some though not entire success. 

Since the law went into effect a short time ago, criticism has 
broken out anew. Legal proceedings have already been begun to 
test its constitutionality; many bankers and holders of interest 
coupons have complained of its inconvenient and vexatious ré 
quirements; and the press of the whole country has been flooded 
with statements of lawyers, bankers, and others to the effect that 
the provisions of the law are intricate, inconsistent, and incompr: 
hensible. Apparently there has been a concerted movement to 
force upon the whole country the impression that these characteri 
zations of the tax are true. 

As a matter of fact, there is a considerable amount both of truth 
ind of untruth in these assertions. The income tax law as enacted 
is comparatively brief and for the most part is merely a frame 
work of general principles upon which to build up the details of 
the structure. These main principles are fairly simple and easy 
to comprehend. But the act provides that the details shall b 
worked out by the Commissioner of Internal Revenue with the ap 
proval of the Secretary of the Treasury. Inasmuch as the law 
is still very new, comparatively little of the structure has been 
erected and fixed in final form as yet, but new rulings are being 
issued rapidly, and in due time points not definitely and specifically 
covered by the act should be intelligible and clear to all concerned. 
It is not reasonable to expect that a new system of the proportions 
contemplated by the law can be established all at once without 
some inconvenience and some difficulties of interpretation. Incom« 
taxes in other countries have usually provoked widespread and 
continued opposition at first and have later been accepted as 
among the most satisfactory of taxes. 

The new tax has been modeled partly upon those of 1894 and 
the Civil War period, partly upon the recent corporation tax, and 
also to some extent upon the English income tax. Its adoption 
to meet the deficit expected from the lower tariff rates is somewhat 
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upon the entire annual net income of every corporation; second, 
. “normal tax” of one per cent upon the excess above $3,000 of 
every individual’s net income ($4,000 deduction allowed married 
couples) ; and third, a graduated “additional tax” upon the excess 
ibove $20,000 of eve ry individual’s net income. That is, corpora 
tions are not allowed the $3,000 deduction, but, on the other hand. 
they are subject to the “normal tax” only, not to the “additional 
tax,” as are individuals. Insurance companies, however organ 
ized, joint-stock companies, and associations are treated as cor 
porations. ‘The incomes of partnerships are to be returned and 
taxed as parts of the incomes of the individual partners. 

The rates of the “additional tax” upon parts of the net income 
ire as follows: 


Amount Per cent 
$20,000 - $50,000 l 
50,000 75,000 4 
75,000 - 100,000 3 
100,000 - 250,000 1 
250,000 - 500,000 5 
500,000 - any excess 6 


In computing an individual’s net income for purposes of both 
normal and additional taxes, the following deductions are allowed 
first, necessary expenses actually paid out in carrying on any 
business, but not including personal, living, or family expenses ; 
second, interest on indebtedness; third, national, state, and local 
taxes, but not including those assessed against local benefits; 
fourth, losses not compensated for by insurance or otherwise; 
fifth, worthless debts; sixth, depreciation, but not expenses for 
betterments. 


Three other deductions are allowed individuals for purposes of 
the normal tax, but not for purposes of the additional tax: first, 
the $3,000 abatement already referred to ($4,000 for married 
couples) ; second, corporate dividends and earnings upon which 
the corporations pay the tax; and third, amounts of income upon 
which the tax is withheld at the source. It will be pointed out 
later that the second of these deductions will not always avoid 
discrimination when applying to this class of incomes; in its prac 
tical workings there is more difference between it and the third 
deduction than appears at first glance. 

The deductions allowed corporations are much the same as the 


first set for individuals but there are exceptions worth noting. 
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or other governmental subdivision from a public utility or from 
the exercise of any essential governmental function. 

The normal tax (one per cent) upon the net income of every 
orporation is to be paid by the corporation for itself, that is, 
there is to be no collection of this tax from debtor sources. On 
the other hand, the normal tax upon incomes of individuals is to 
be collected at the source so far as seems practicable; that is, a 


‘ 


rporation or other “source” of an individual’s income, beforé 
paying the individual, is to deduct the tax, turn it over to the 
government, and pay the remainder only to the individual. The 
rm “source” includes not only the original payer of the income, 
it also any agent who has the payment or control of the income 
any of its stages. Of course, arrangements are made to prevent 


‘ 


more than one “source” from deducting the same tax. 

Though collection of the individual’s normal tax at the source: 

the rule, there are some exceptions probably as important as 
the rule itself. The tax is not to be withheld at the source if th 
ncome is indefinite or irregular as to amount or time of accrual, 

yr in other cases is it to be thus withheld until the amount du 
in individual within any one calendar year exceeds $3,000. In 
ese exct ption il cases, the income is to be returned or rv ported 
rsonally by the individual for purposes of the normal tax, as 

ll as for the additional tax. There is one important exception 
to the last-named exception. In the case of interest on corporat: 
obligations, the tax is to be withheld by the corporation or its 
igent, although such interest does not amount to $3,000. This 
has particular reference to interest coupons payable to bearer, 
ind will be noticed hereafter. 

In addition to the exceptionel cases mentioned in the last para 
graph, the individual is to return personally, also, all his net 
ncome which does not pass through other’s hands, as, for exam 
ple, incomes from business, professions, sales, trade, and other 
occupations and transactions managed by himself. He is not 
required, however, to make any personal return whatever, unless 
the total amount of his net income that would otherwise be subject 
to personal return exceeds $3,000. If this latter class of income, 
which neither he nor any one else returns, is less than his allowable 
deduction, and if he has other income which is taxed at the source. 
he can secure the full amount of exemption by filing claim for the 
idditional amount to which he is entitled with the withholding 
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‘source” or with the collector of internal revenue. 
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appropriated for the fiscal year ending June 30, 1914. The act 
authorizes the Commissioner of Internal Revenue, with the approval 
of the Secretary of the Treasury, to appoint and pay from this ap 
propriation all necessary officers and employees and to provide 
for all other necessary means of carrying out the law. No agent 
paid from the appropriation is to receive a higher rate than that 
now received by travelling agents of the Internal Revenue ser 
vice, and no inspector is to receive more than $5 per day and $3 
idditional in lieu of subsistence. Subordinate employees may not 
be paid at a higher rate than that now paid for similar service in 
the Internal Revenue service. For the central office in Washing- 
ton, the law provides for the appointment of one additional deputy 
commissioner with a salary of $4,000 and two heads of subdivisions 
whose compensation shall not exceed $2,500 each. Appointments, 
ex ept for clerical force below the grades of chiefs of divisions, are 
removed from the civil service requirement for a period of two 
years. The force of officials, when not employed in carrying out 
the provisions of the income tax law, are to be employed on general 
internal revenue work. 
Criticisms 

So far as the general principle of an income tax is concerned, 
irgument is scarcely necessary today to convince either econo- 
mists or the public that family income is a more equitable measure 
of taxation than is family consumption of the usual tariff-taxed 
commodities. Though there is less unanimity regarding pro- 
gression, nevertheless, the tendency in all countries and among 
both the theorists and the masses is strongly in the direction of 
graduated or progressive taxation, and the present income tax is 
distinctly in harmony with this tendency. 

It is true that a proportional, or flat-rate, income tax would be 
much easier to administer and would cause much less evasion and 
fraud than a highly progressive tax, and for this reason, some 
authorities pronounce the progressive feature impractical, though 
more equitable in theory. It is very probable that the gain in 
administration in the beginning would have more than justified the 
imposition of only the normal tax or some similar tax. After ad- 
ministration had been perfected, the addition of a super-tax would 
then have caused much less difficulty and evasion than will occur 
under the present law. But the masses are not versed in the ad- 
ministration of taxes, and public opinion would not have accepted 
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for married couples. The abatement in the law of 1894 was 
$4,000). In the United States the same abatement is allowed on 
incomes regardless of their amounts. In England the amount 
the abatement decreases as the amount of the income increases. 
Chere the largest abatement allowed is £160 ($800) and that only 
ise the income does not exceed £400 ($2,000). Incomes to 
talling between £400 and £500 are allowed an abatement of £150; 
those between £500 and £600, an abatement of £120; and thos: 
tween £600 and £700, an abatement of £70; but incomes in 
ess of £700 are allowed no abatement. However, additivaal 


wances are made for life insurance, charity, and hospital ex 


nses, and if a man’s income is under £500, he is allowed an addi 


il abatement of £10 for each child under sixteen years. 

In Prussia, 900 marks ($214) is exempt, and if a person 

sessed for a taxable income of not over 3,000 marks ($714) hi 

illowed a deduction of 50 marks ($12) for each child under 
urteen, or for each relative that he is legally bound to support 
In case the income is between 3,000 and 6,500 marks, there is a 
luction of one grade if three or four children or relatives hav: 
be supported, and a reduction of two grades if the number is 
or more. In Austria the regular abatement is 1,200 crowns 
$240); in Italy, 400 lire ($77.20); in New Zealand, £300 
$1,500) ; in New South Wales, £200 ($1,000); and in Queens 

d, £200 if the income is entirely from personal exertion. Most 
f these countries allow some additional abatements, for example, 

r life insurance, children, or other causes of expense which it is 
thought should not be discouraged. 

As compared with other countries, then, it is evident that our 
*3,000 abatement is high. It is most frequently criticised as 
being so high as to make the tax, in effect, a class tax upon th 
rich, which can be voted by the poor, and a sectional tax upon 
the East and Northeast, which is voted by the West and South 
west. There is much truth in these criticisms; and a survey of th 
states and congressmen ranged on the different sides of the amend 
ment and of the new law confirms this statement. 

But, notwithstanding this fact, something may be said in justi 
fication of the abatement, high as it is. The standard of living 
is higher in the United States than in most countries; and it is to 
be noted that abatements elsewhere are highest where the stand 
ird of living is highest, namely, in the English colonies. As com 
pared with previous United States income taxes, the differences in 
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satisfaction and thanksgiving that their incomes are so bountiful, 
and that the country has provided them with such great oppor 
tunities, rather than occasion for criticising the requirement of a 
moderate contribution to the nation which has rendered such in 
comes possible. To collect taxes on these incomes by apportion 
ment, whether according to population or area, would be manifestly 
unjust, and it was because of this injustice that the constitu 
tional amendment was necessary. 

Without doubt, the desire to level incomes, and the willingness 
if politicians to cater to the prejudices of the masses have had 
some part in the demand for the income tax. The movement is a 
part of the great unrest of the present generation which will pro 
luce many radical changes before it has spent itself. But past 
expe rience indicates that, though radical in their entirety, they 
will be brought about very gradually. Formerly the income tax 
was objected to, no doubt, as being an entering wedge rather than 
because of its immediate effects. ‘Today opposition to the princi 
ple receives little support from any source. If the time shall ever 
rrive when this tax is the chief or exclusive source of revenue, to 

ike it a class tax upon the rich, which can be increased or di 
reased at the will of those who do not pay it but who receive th 

efits of its expenditure, will be as unjust as the making of any 
ther tax a class tax for the benefit of other classes. But it is 

ubtful if it would be more unjust, in such a case, than hav 

n tariffs and other taxes from time immemorial. 

{nother important consideration is the matter of administra 

n. ‘The new law provides for the same abatement upon all 

lividual incomes with only one exception, that is, in case of mar 
ried couples an additional deduction of $1,000 s permitted. Thes 
ibatements are high enough so that they may be considered to 
nclude the numerous small abatements which other countries allow 
for children, insurance premiums, hospital expenses, etc. Many 
varying abatements acd much to the complexity of administration. 

Furthermore, high abatement, which permits the escape of such 

large proportion of the incomes, at the same time permits the 
avoidance of the assessment of those incomes which involve th 
nost expense in proportion to the revenue obtained. To reach 

smallest incomes, indirect taxes are more practicable. A sub 
stantial lowering of the abatement would not increase revenu 
receipts as fast as it would multiply difficulties of assessment and 
ollection. 
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whether or not the sixteenth amendment set aside the application 
of this doctrine in part, though Professor Seligman has made out 
a very strong case for its continued applicability.* In this con 
nection it is interesting to note that the institution of the tax 
.pparently, and probably actually, caused an increase in the price 
of the exempt bonds in November during which month the first 
lections at the source began. Such a change is in harmony with 
the theory of capitalization. The justification of the discrimina 
tion in favor of the receivers of these various forms of exempted 
ncomes must stand upon political and legal rather than upon 
economic grounds. 

The exemption of thc capital value of inheritances from the 
ncome tax is a recognition of their taxation by the states and as 
such tends to promote harmony in the separation of the sources 

federal and state revenues. 

Of the deductions allowed for expenses in the computing of net 
ncomes, those for losses, depreciation, and worthless debts will 

ubtless cause much trouble and necessitate many rulings on the 
part of the Commissioner of Internal Revenue. Though the law 
says that personal, living, and family expenses shall not be al 
lowable deductions, it leaves open the old and important matter 

f rental value of residence property. It should have stated 
lefinitely that such rental values were to be returned as taxabk 
ncome; otherwise a renter of a home will be discriminated against 
ind the owner-occupier favored. The owner-occupier of a Fifth 
\venue mansion whose rental value is $100,000 would pay no tax 

such enjoyable value, while the renter of a similar mansion, or 
of a tenement, if he has income enough to bring him within the 
pale of taxation, would pay a tax on what he paid for rent. The 
ruling that will have to be made on this point may or may not 
lecide it correctly. An improper ruling would probably cause 
less protest than a proper one. 

The provision allowing an individual to deduct corporate divi 
lends from returns for purposes of the normal tax does not prevent 
the tax from being a discrimination against that particular form 
of income in case the individual does not have other net income 
equal to the amount of the $3,000 (or $4,000) abatement. It is 
true that he does not have to pay the normal tax upon this cor 


porate dividend again (it has been paid once by the corporation) ; 


* Political Science Quarterly, vol. XXV (June, 1910), p. 193 
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whether returned to the policy holder or retained by the company 
and treated as abatements of premiums, may be deducted from 
gross income in computing the taxable net income of the compeny. 
This latter permitted deduction is the result of a Senate amend- 
ment. It will probably result in a slightly different system of 
insurance accounting which will provide for the keeping of the 
different kinds of savings in separate funds instead of merging 
them in one. The interpretation of the term “insurance dividend” 
under the corporation tax law is now in the courts. Under that 
law, the ruling of the commissioner allowed no deductions for such 
dividends nor for rebates in lieu thereof. 

Increase in property values is another matter that will doubt- 
less give considerable difficulty. This kind of income can be 
handled more easily when it accrues to corporations or firms with 
proper accounting systems than when it goes to proprietors with- 
out such systems. Under the rulings for the administration of 
the corporation tax, profits on real estate and other physical as- 
sets, whether sold or not, were treated as income when such gains 
were taken cognizance of by the corporation’s book entries. If 
it were possible to prescribe standard forms of accounting for all 
corporations as successfully as has been done by the Interstate 
Commerce Commission with reference to the railroads, very little 
difficulty might be encountered from this source, as far as cor- 
porations are concerned. 

But in other cases, if such profits are to be treated as income, 

they should be from an economic standpoint, the difficulties of 
administration will often be very great. In fact, only approxi- 
mations will be possible in many cases, for it will necessitate not 
only the assessment of what are usually known as incomes, but also 
the periodical assessment of property values as well. It is doubt- 
ful if such a task will be undertaken, especially in the beginning. 

The application of the tax to all non-resident citizens, to resi- 
dent aliens, and to incomes from property, business and professions 
carried on in this country by persons residing elsewhere, is incon- 
sistent and will result in some unjust double taxation besides 
considerable evasion which will be more or less justifiable and also 
in an unfortunate lack of international comity. In this matter, 
however, the United States is merely following the bad examples 
set by other countries. This is analogous to the lack of interstate 
comity within the United States, the difficulty in overcoming which 
has been one of the most serious drawbacks to domestic tax reform. 
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furnish their stockholders with such information. This require 
ment will be still further complicated in case such profits arise 
from corporations that choose to make their returns for their 
fiscal years rather than for calendar years for which the individual 
is required to make his return. 

But for the normal tax, also, many classes of incomes will be 
self-assessed. All parts of incomes derived from corporations or 
other sources, where the amount from each source falls below 
£3,000, will be reached only by self-assessment, with the single 
exception of interest on corporate bonds. The same is true of the 
ncomes in excess of $3,000 that are not fixed, regu! ~, and certain 
as to amount or time of accrual. Professional aiu.. business in 
comes will constitute a large portion of this class. Thus persons 
with large aggregate incomes arising in small or moderate amounts 
from several different sources, or with incomes which are irregular, 
or with incomes from business or professions which are under their 
own direction, will have much opportunity for evasion not only 
through failure to make complete returns, but also through ir 


l 
proper claims for deductions. It will require very careful, indus 
trious, and expert administration to see that such evasions ar 
prevented from the beginning and not allowed to grow and destroy 
the efficiency of the entire system. 

The high abatement will relieve most farmers from making re 
turns, but if it were lowered to what it may be in the future, th 
issessment of their incomes under the present law would be very 
difficult and unsatisfactory because of the inadequacy of farming 
accounts. In such an event, it would be better to assess land upon 
its rental value, which is a sort of average income, as is the prac 
tice in England, than upon the income of each particular year. 
This objection holds for agricultural incomes which exceed the 
abatement of the present tax, though it is probable that thx 
receivers of such large incomes have better systems of accounting 
than do most small farmers. 

Up to the present time, perhaps no administrative feature of 
the new law has caused more inconvenience and consequent criti 
cism than the requirement that interest coupons payable to bearer, 
when presented for collection, shall be accompanied by attached 
certificates of ownership with or without claim for exemption. 
Banks could have cashed these coupons at once as formerly with 
entire safety to themselves by withholding the normal tax, for 
warding it to the collector of internal revenue, and paying the 
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war, its customs receipts usually fall very low just at the time 
when it most needs increased revenue. Then internal taxes are 
resorted to. The United States bankrupted itself in the War of 
1812 and suffered all the calamities of the greenbacks in the Civil 
War for lack of an established internal revenue system. On such 
extraordinary occasions few taxes could be used to better advan- 
tage than an income tax. But the emergency value of this tax 
lends no support to the frequent protest that it should be retained 
for emergencies only, or even chiefly. If it is more equitable than 
a tariff or other taxes, that very equitableness is the strongest 
argument for its being the source of the ordinary annual revenues. 
Justice as a rule and injustice occasionally is better than the 
reverse, 

The removal of the chief appointments from the civil service 
gives the Commissioner of Internal Revenue a freer hand and a 
better opportunity to secure an efficient, sympathetic, and re- 
sponsive staff of administrators, if he is equal to the task and is 
not hindered by the demands of congressional patronage. At the 
same time, it opens wide the door to possible abuse. The law’s 
limitation of compensation to be paid indicates that Congress has 
not a real appreciation of the administrative requirements of such 
a tax. Even with a large corps of the best men available, it 
would be a very great undertaking to establish the new tax 
throughout the United States so as to reach a maximum of 
efficiency. 

It is unfortunate that we have no local officials corresponding 
to the land tax commissicners of England with whom the collectors 
of the federal tax can coéperate, as is done there so successfully. 
However, it is possible that some such coéperation can be devised 
by a resourceful administration. At least, such assistance might 
be secured by coéperation with local assessors and others in points 
of vantage, although this would be only one step in the right di 
rection. It is also unfortunate that we do not have a body of 
trained collectors similar to the inspectors and surveyors of Eng 
land, but such a corps could be secured in the course of time if 
we had the same traditions relative to expert service, tenure of 
office, and promotions. It is to be hoped that we may develop 
this in time, also. 

In the state of Wisconsin, which has a state income tax with a 
much lower abatement than the national tax and which has also 
an excellent administrative system, the work of the federal income 
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FARM CREDIT CONDITIONS IN A COTTON STATE 
‘Texas is a cotton state, having a relatively sparse population, a 


high percentage of tenant farmers (53 per cent), and a negro 


element which averages over 25 per cent in the majority of the 
cotton counties. Moreover, Texas is industrially a new and unde 
veloped state. The presence of much risk is attended by a large 
measure of speculative spirit. Everywhere there is talk of rising 
land values, which causes speculative land holding and retards 
economical farming. The element of risk, too, is increased by the 
frequency of crop failures on account of drought and frost. Other 


lements in the general situation are a homestead exemption law 


which, by making two hundred acres execution proof, often pre 
vents the use of land as security for loans; and a law requiring 
the taxation of mortgages which operates to increase the borrow- 
er’s interest rates. 

While many ventures fail, those that succeed pay well; and 
the state is growing at so rapid a rate that much capital has to be 
attracted from other sections by high interest. As a result, the 
interest rate on commercial loans averages a little over 8 per cent, 
running from an infrequent minimum of 6 per cent up to 12 per 
cent in some sections. Now, farmers as a rule pay higher interest 
than the commercial classes, for the latter generally have a stand 
ing that is more readily known, maintain larger and more regular 
balances, possess more liquid assets, and settle more promptly. 
What, then, are the facts concerning farm credit conditions in 
Texas? 


Bank Credit 


On the basis of the materiai available to the writer,’ it appears 
that only about 4 per cent of Texas farm owners do not borrow 
from banks, or, in other words, about 95 per cent do. Nor do 
these loans come at irregular intervals. The great majority 
borrow year after year—are perennials, so to speak. The most 


* This investigation is based upon reports made by farmers, bankers, and mer- 
chants, nearly all in central and eastern Texas. Over one hundred loans were 
reported to the writer by farmers from 35 counties; twenty bankers wrote 
from 15 counties; and a half a dozen merchants from as many counties gave 
information. This mass of data was then checked against the impressions 
of several well-informed bankers and farmers living in Austin. Internal 
evidence to the correctness of the data is borne by the fact that the reports of 
farmers and bankers for the same counties are in substantial agreement. It is 
important to note that the data are selected to some extent in favor of con 
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little over $500. If those loans of unusual size which are made 
for such purposes as purchasing land and making permanent 
improvements* are deducted, the average loan is about $300. This 
conclusion is borne out by the estimate of the bankers, who report 
that loans to farmers usually run from $100 to $300 and rarely 
exceed $500. 

The questionnaire sent to farmers called for the amounts of the 
largest loan and the smallest loan secured from a bank. The 
returns show that the average Texas farmer’s largest loan is 
approximately $1,000, and his smallest loan is about $100. Of 
course, these amounts varied greatly, the largest loans running 
from $70 to $6,000, and the smallest from $5 to $2,000. Examin- 
ation of the frequency distribution of the size of the loans shows the 
most common loan to be $50, and that 45 per cent of the loans do 
not exceed $100. 

The returns from farmers show that the average time for all 
loans is seven months (the large loans averaging nine months, the 
smaller ones four months). The bankers in their answers show an 
average duration for all loans of six months, which is also clearly 
the mode for their data. If we separate the long-time loans (over 
six months) from the short-time loans, we find that the average 
period for long-time loans is nine months, while three months is 
both average and mode for short-time loans. Probably less than 5 
per cent of loans to farmers are for over nine months.* 

The great majority of the secured bank loans to farmers are 
made on chattel mortgage security. Perhaps such security is 
required in about 90 per cent of those cases in which security is 
demanded at all. Personal endorsement is next most common, 
being the only security given in about 10 per cent of the cases. A 
chief item in the chattel mortgage security is mules. 

Not a few loans are made without security, generally, of course, 
to substantial land-owning farmers. The writer asked the bankers 
what proportion of their short-time loans are secured. The an- 
swers run all the way from 15 per cent up to 100 per cent. From 
75 per cent to 90 per cent seems most common. The state banks 
show a smaller percentage secured than the nationals. 

Real estate security is a knotty point for bankers in farming 
communities. State banks in Texas are allowed to take a certain 


*These loans average over $2,000 and run from $450 to $6,000. 
*Farmers generally borrow in the spring (February-April) to pay from 
the autumn crop. 
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ikes the actual payment on the cash received equal 10 per cent 
plus 1.1 per cent. 
What has been written thus far, concerns the average run of 
ordinarily prosperous white farmers, mostly owners. In a state, 
wever, in Which 53 per cent of farmers are tenants, more weight 
ust be given to the less prosperous tenant farmer. 
‘To what extent do banks handle tenant loans? In the cotton 
inties, with but few exceptions, from 25 per cent to 75 per cent 
of the number of loans made to farmers by Texas banks are made 
}tenant farmers. ‘The great majority report 50 per cent or more 
of loans to tenants. ‘The more common percentages appear to be 
50 per cent and 75 per cent. The percentage, of course, refers 
to number of loans, and the amount of loans to tenants would be a 
uch smaller percentage—perhaps 5 per cent. Also, it is to be 
embered that the data are mostly from small banks in small 
wns. ‘The proportion of tenants who borrow from banks varies 


with the character of the tenants, being greatest in counties in 


h prosperous foreigners are numerous. 
(1) The tenant farmer usually borrows simply to provide 
ms, implements, and supplies for making a crop—supplies 
yw teams and family making the largest item. (2) The average 
nt farmer hardly finds it necessary to borrow at any one time 
re than $500. In fact, his various separate loans are generally 


ss than $100,—$50 and $75 being very common; and his aggre- 


gate borrowing during a year will run from $200 to $600. (3) 
Tenant farmers’ loans are usually made in the winter or spring 


to be repaid the following fall or winter, and so average from 
even to nine months. (4) As security, tenant farmers generally 
give a chattel mortgage on teams, stock, implements, and crops. 
Not infrequently they offer the personal security of the landlord 
or of some friend acceptable to the lender. (5) The statistics 
ready cited concerning interest rates on small loans apply to 
tenant loans. In progressive cotton counties, tenant farmers 
with good standing and acceptable collateral can borrow from 
the banks at from 8 to 10 per cent. Otherwise, and in dealing 
with outside parties, they may pay from 10 to 30 per cent. 


Store Credit and the Tenant Farmer 


A majority of the tenant farmers find in the country merchant 
their chief source of credit; and store credit and crop mortgage 


arrangements form a dark place in the Texas farm credit system. 
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This crop mortgage system is satisfactory to no one but the 
dishonest storekeeper—not all storekeepers are dishonest.’ The 
interest is nearly always deducted in advance, and it is almost 
universally complained that the borrower is overcharged for his 
roods. If the farmer borrows $300 he gets only $270 in cash, and 
s given the worst bacon and flour at the price of the best. Once 
the mortgage is given, the tenant becomes the storekeeper’s man; 
for he must depend on credit, and all his credit is pledged. He, 
or his trade at least, is regarded as the possession of the merchant 
who holds the mortgage on his crop. Then, at the end of the 
season, he is not infrequently virtually compelled to sell his cotton 
to the storekeeper, and as a result often fails to get its full value.* 
The same is true of the farmer’s other market produce, such as 
chickens and eggs. ‘The total actual interest paid under such 
circumstances averages at least 20 per cent. On the other hand, 
the tenant is often a shiftless and unreliable person and the per- 
centage of bad debts is high. Not unfrequently the merchant 
has to carry the farmer over for another year on account of crop 
failure. In this way a big sum of debt accumulates, and, in order 
to cut a long debt short, the tenant “pulls up” and leaves the 
country. All this is true, to say nothing of the social harm done by 
the continuous planting of a single crop (cotton) which the 
system demands. 

Here some one asks, why do farmers ever go to storekeepers? 
Why do they not get cash from the banks, and buy on a cash 
basis? 

The reasons are numerous and cogent. (1) The banks do not 
like long loans and often refuse to make them; the tenant wants 
credit for nine months. (2) From August to January it is 
generally hard to get money at the banks; the tenant wants 
some one to run him through the whole year. This the storekeeper 
will do. (3) The banks do not want to make small loans; the 
tenant wants no other. (4) Too much security is required by the 


"See Studies in Agricultural Economics, Bulletin of the University of Texas, 
No. 298, pp. 5-10, 

*This statement applies as a general rule to the more ignorant classes only. 
In some cases the storekeeper actually offers a slight advance over the 
market price for the cotton as a premium to induce the farmer to sell to him, 
his reason being that by securing the farmer’s cotton business he can secure 
payment of the mortgage obligations out of the price of the cotton. Of course, 
any such premium must be an expense of the business and ultimately be borne 
by the farmers. 
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carry their tenants they may borrow several thousand dollars 
from the bank each year. Such landlords often make a business 
of running a sort of commissary. 

On the other hand, the owners of medium and small farms in the 
black-land belt and sandy regions to the east do not lend any con- 
siderable amount of cash to their tenants, though they sometimes 
help them to borrow elsewhere. On the whole, they would rather 


the tenant would get his money in his own way. 


Evils and Needs of the Farm Credit Situation 


Already the reader will have reflected that grave evils exist in 
the farm credit situation in Texas. First, as to bank credit, 
remembering that landowners are chiefly though not entirely 
concerned, Perhaps the most obvious objection is that the inter- 
est paid is excessive. One cannot but wonder if it would not be 
difficult to make money on funds for which 11 per cent is paid; 
and one feels certain that ruin awaits the farmer who tries to do 
business on 15 per cent money. That Texas renters are not very 
prosperous is evident from the organized discontent which has of 
late found expression among them.® The methods used to defeat 
the 10 per cent interest rate are numerous and efficacious. Almost 
universally the interest is deducted in advance; even among bank 
ers, only 4 out of 22 deny this. Then, the loans are often made 
for short periods—one to three months—when renewed interest 
is again deducted, thus virtually being compounded. It is com 
mon for the farmer to pay all expenses for making, filing, and 
recording papers involved in loans. Again, in addition to a high 
interest rate, a discount may be charged on the farmer’s note, 
which if it is 2 per cert, may bring the rate paid up to 12 per cent. 
It is also common on small loans to demand a lump sum in pay- 
ment, which, though not expressed as a percentage, may perhaps 
amount to 50 per cent. Thus, suppose a farmer borrows $25 to 
buy feed, the loan running three months, and that he pays $2: 
the interest rate is 32 per cent. Or if he pays $5 for a loan of 
$50, which runs six months, his money has cost him 20 per cent. 
Sometimes a cash bonus is demanded in addition to the regular in- 
terest rate. Finally, it is by no means infrequent to ask 10 per 
cent on a loan which runs for less than a year, 1 per cent a month 
being common. The law says 10 per cent per annum. To demand 

*Scores of local “renters’ unions” exist, and, under socialistic influences, 
have united in a state organization, 
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the value of from two to three times the amount of the loan. 
Another reports having given $15,000 worth of land as security 
for a $5,000 loan. Another gave $100 personal security for a 
loan of $20; still another pledged two bales of cotton for $50. 
The merchant will lend only $10 on two cows, for that would be 
the value of their hides if they should die; and so on. Of course, 
the tenant is apt to have no security but his growing crop, and 
some landlords complain that they have to give unreasonable 
security for loans to tenants, up to three and four times the 
value of the loans, for they must vouch for their insurance, etc. 

On the score of ability to obtain loans at banks, farm owners 
ind prosperous tenants make little complaint. Only 15 per cent 
of those questioned said that they could not always secure cash 
when wanted, and all of these indicated by the high interest paid 
that their standing was not the best. Of course, from August to 
January money is tighter; and, as the banks like to care for their 
more regular commercial customers first, the farmers may experi 
ence difficulty in getting loans during those months. 

The credit conditions found among the great mass of tenants 
who receive advances from country merchants on chattel mortgage 
security are worse than the preceding. As already stated, the 
interest paid will average at least 20 per cent and at that rate 
progress and ownership are all but impossible. Bad years sub- 
merge such tenants. Borrowers on crop mortgage in Texas 
generally receive but 50 per cent of the estimated value of the 
crop, so that their borrowing power even at high rates is very 
limited. Under such circumstances the tenant is forced into a 


condition of so great dependence upon the person who “carries” 


or “runs” him that he loses initiative and hopefulness. The 
merchant, in order to secure himself, generally specifies that cot- 
ton shall be the main crop with perhaps a little corn for feed; and 
in this way strongly reinforces the tenant’s inertia in the matter 
of diversification. The crop mortgage system, while largely an 
outgrowth of the tenant-cotton régime, now keeps that régime 
fastened upon the South; and the existing credit system is closely 
bound up with the single crop practice and soil exhaustion. In 
other ways, too, the credit system makes for poor farming. For 
one thing, the motive for good farming is taken away when 
everything the farmer owns or hopes to own is going to pay debts 
and capital-eating interest rates. Again, the tenant and small 
owner often have no means to get adequate land and capital to 
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maturity and 10 per cent for attorney’s fees in case of judicial 
action. In the note it is recited that the maker has deposited the 
cotton as security and that if the price of cotton falls below 8 
cents per pound (middling basis) additional security satisfactory 
to the bank must be given, or the bank can take possession of and 
sell the cotton and apply the proceeds to the payment of the 
note, including insurance and warehouse charges. As there are 
500 pounds in a bale of cotton, the 8 cents gives $40, or a $5 
margin above the amount advanced. 

This note is to be accompanied by a uniform public warehouse 
receipt stating that a certain number of bales of cotton of a 
certain weight and class have been deposited by the borrower and 
will be kept under shelter and insured until the note is paid. The 
warehouseman also certifies that the borrower is the owner of the 
cotton and that it is free from any lien or encumbrance. Also, 
the plan involves a bond to be signed by a number of the bor 
rowers’ neighbors who bind themselves to hold the bank “harmless 
against any loss it may suffer by reason of such loans or the failure 
to collect any note.” By such means it has been hoped to make 
the paper based on cotton acceptable in the eastern money 
markets. 

As yet, however, farmers have made but little use of this source 
of credit. One objection is that it requires leaving the cotton in 
the warehouse for too long a period of time, thus failing to allow 
the farmer to sell at any high price within six months after making 
his crop. Obviously, this plan might be of considerable service in 
case rather low prices were prevailing for cotton and it were feared 
that throwing more on the market would break the price further. 
But it hardly touches the tenant-storekeeper problem, nor the 
need of farmers for working capital; and it has no bearing on the 
need for long-time loans for investment and improvements. 

Again, Texas bankers express willingness to help farmers who 
will join forces for the purpose of helping each other in borrow- 
ing. If the farmers will give them good paper signed by eight or 
ten of their number, they will make loans for productive purposes, 
such as improving herds, constructing silos, etc., at 6 or 7 per cent, 
the loans to run six months, with the privilege of renewal upon 
making a reasonable payment of, say, one fourth. This might 
enable substantial farmers to make permanent improvements, but 
is subject to the renewal contingency and is pretty exacting in th 
security requirements, 
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Can Codperation Supply the Remedy ? 


As to land-mortgage codéperation, we need simply note that not 
only is it less urgently needed than another kind, but the homestead 
exemption law makes it almost impossible. 

When we come to examine the chances for successful personal 
credit associations, the difficulties raised by the character of the 
farm population are formidable; for more dependence must be 
placed upon the capacity and judgment of members while at the 
same time less intelligent classes must be dealt with. 

It seems that the negro population must be left out of considera- 
tion for the present. In most parts of the state the negro would 
be excluded from organizations of whites, and it is more than 
doubtful if negro credit associations could succeed. Also, a part 
of the poor white farmers are beyond the reach of coéperation on 
account of their migratory habits and thriftlessness. It is the 
writer’s well-considered opinion that fully 10 per cent of the 
white tenant farmers of Texas are hopeless—cannot get good 
credit by any means. 

Some of the adverse conditions affecting the majority of the 
whites are as follows: (1) There is a large element classed as 
“poor whites,” a shifting and shiftless group; 5 per cent of the 
native white males in the rural population are illiterate, and 31 
per cent of the foreign-born white males; while only 44 per cent 
of the native white rural children are attending school. (2) These 
people are largely short-time tenants. (3) The one-year lease 
is almost universal, and under it tenants commonly are migratory 
and take no interest in scientific farming. So shifting a popula- 
tion is seriously handicapped in developing that mutual acquain- 
tance and trust which may come in more stable groups. (4) It 
follows that farmers are deficient in disposition and training for 
team work and do not easily pull together as codéperation requires. 
(5) Finally, a speculative spirit pervades even farming operations 
and is opposed to the spirit of frugal saving which must attend the 
successful operation of credit unions. 

Many native Texans are not efficient farmers, a fact which 
is clearly demonstrated by comparison with German and Bohemian 
farmers who occupy certain sections of the state. The foreigners 
get a far larger return per acre, while at the same time maintain- 
ing the fertility of their land. As a result, they find no difficulty 
in getting credit when they need it, though, as a matter of fact, 
they borrow far less frequently than the native farmers. There 


| March 


ming methods 


| cooperation, 
ILS if 
I The 


il initia 
thic il 
ropor i t 
I 
stror 


in possess 
nd direct 
ind to this 
le the small 
] security on 
of the quali 
omplish in 
the risks ol 
coope rative 
I cerned by Aa 


group 


not 


farmer 
d, th reby 
is the result 

‘ be r, and its 

vel collective 
The ind intelli 
r to insure 
urse, this 
sums bor 


By me ins of 


iry bank- 


62 
( redit, We may 
( 
A 
rs and ac AS 
ihe inter 
"34 rative dit 
cel 
if 
hie 
util 
Inc, 
10 
gag 
I 
18 
rt it to 1 


1914] Farm Credit Conditions m a Cotton State 63 


local supervision the most productive methods of applying loans 
can be secured and more skillful farming be encouraged. (6) 
Finally, the security that farmers have to give can be made more 
liquid and negotiable. ‘To be concrete, land and cotton are not 
welcomed by our commercial banks as bases of credit; but by 
cooperating and pooling such resources and making them the basis 
of issues of equal, transferable securities of convenient denomina- 
tion, a ready loan market may be created. Clearly, points 1, 2, 
and 3 insure improvements in integrity, or will to pay; and points 
3, 4, 5, and 6 insure greater solvency, or ability to pay. ‘These are 
the very bases of credit. 

In addition to the preceding means of reducing risk, it is to be 
remembered that economy in direction and management of the 
credit business can be gained by codperation. By confining opera- 
tions rigidly to securing credit, and working through small local 
units, the simplest and cheapest organization is secured. A single 
central organization can serve as a clearing house for a large 


area, 


The Most Desirable Form of Codperation 


Attention will here be confined to personal credit unions; for 
relatively short-time loans, largely based on personal security, ar 
the most pressing need in Texas. The great majority of loans are 
wanted for making crops, and land security is not often available. 
As preliminary generalizations, I would emphasize three points: 

(1) So large an element of shiftless tenants means difficulty in 
local organization. ‘The weaker the units and the greater the 
difficulty of successful local operation, the more essential the 
central machinery and the sooner it should be established in any 
codéperative experiment. In Texas it should exist from the start, 
if any extended use is to be made of coéperation, and this probably 
means that it would have to be set up by the state. 

(2) On the principle that it is economical where possible to 
utilize existing institutions, the use of the chattel mortgage 
including the crop mortgage—might well be retained. It may bx 
thought of as a form of security midway between the land mort 
gage and personal endorsement, and, in the present condition of 
credit in Texas, might well be retained to supplement personal 
credit. Also, the state banking system is well developed and work- 
ing satisfactorily, and it would seem uneconomic not to utilize it 
to its full capacity in supplying farm loans. 
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Among the errors of omission are the following: (1) No 


limitation is put upon the area or maximum number of members 
embraced within a group. ‘This, together with unlimited capital 
ind dividends, leaves large opportunity for loose, profit-seeking 
operations. (2) The law might well be more specific in 
the matter of qualifications for membership. No emphasis is laid 
ipon character and integrity. (3) It is not specified that loans 
should be made for production purposes. (4) No provision for 
borrowing by the association is made, and no relation is established 
between reserve and loans. The latter point is of capital impor- 
tance; the purpose of a reserve (“guaranty fund”) is to serve as a 
security for loans, and it should be fixed in proportion to liabilities. 
I believe that all profits should be carried to reserve until the 
desired proportion to liabilities is attained. (5) No central 
organization is provided. 

However well it may work in Massachusetts, this law is not 
designed to meet the most urgent needs of Texas. In adopting the 
limited-liability-share principle it establishes a system which can 
be effective only among well-to-do farmers of some business experi 
ence. It limits loans to short periods, as must be the case where 
limited-liability shares exist, and the security is more fluctuating 
than that furnished by unlimited liability. Personal security 
which is best in all credit business—is not encouraged, whereas a 
chief service of codperation should be to educate and build up 
personal credit. It is doubtful if share capital will enable suffi 
cient borrowing, while no special inducements seem to be provided 
for depositors. 

The greatest need is working capital with which to make crops, 
with a less immediately urgent need of farm animals. This need 
exists more urgently among a large mass of poor tenant farmers. 
Therefore, the most desirable credit agency is one which can best 
supplement existing agencies in developing such credit as these 
farmers have. These facts indicate an organization of the per 
sonal credit type, confined to as small areas as is practicable, and 
operating with a liability that is greater than that of corporation 
stockholders. The object of coéperative credit is not so :nuch to 
increase directly the money security as to improve integrity and, 
indirectly, income and ability to pay. 

Recognition of the local situation, however, would seem to indi 
cate some modification of the personal credit idea in making loans 


to members, temporarily, at least. The chattel and crop mortgage 
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should be required to make small regular deposits. Thus, capital 


would be derived both from stock sub rij 


criptions and posits, 
though deposits should ultimately be the larger soureé he re 

quirement of deposits would incidentally promote thrift among t] 

locals. This central bank through its executive con mutter would 
pass on the affiliation of locals, ( ecicde the cre lit to be all wed to 
locals, and in general serve as a clearing house to accon plish a 
virtual pooling of the funds of the whole system. It would also 
sudit accounts. Each local, however, should be absolutely free to 


apply loans in such ways as its members might approve.'* Real 


coope ration 1s essential Ope rat 


Lewis H. Haney. 


University of Texas. 


* Those who are informed on coéperative cre¢ 


organizations will recognize 
the similarity of this plan to the one used su fully in India Che chic 


lifferences are the chattel mortgage security feature and the u of existing 


banks instead of specially created joint-stock “district bank 
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nvolved in this discussion has in the past been with Fisher so far 


ind so long as he adhered to a psychological explanation. And 


yet, I must recognize the merit of Seager’s argument in several 
espects, and, as a psychological theorist, I find myself more dis 
ted by Fisher’s reply than by Seager’s direct attack. Par 
ularly regrettable is the impression of confession and avoidance 
vhich Fisher gives. He seems to capitul ite on the main issue. ‘T'o 
the charge that he failed “to take account of the elements of pro 
ductivity or the technique of production,” Fisher enters a denial* 
terms which seem to imply that he is a good productivity theo 
rist. This re ply comes as a surpri e even to those who were aware 
of certain ambiguous expressions on this point in Fisher’s writings. 
For if he has not meant to deny, in his previous writings, 1 
ili lity of productivity theories. one knows not what to believe. 


Here are some significant passages: 


There are many who, consciously or unconsciously, ascribe the phe 

iena of interest to the productivity of capital in general. . . . Yet a 
ery slight examination will suffice to show the inadequacy of this 
xplanation.° 

To raise the rate of interest by raising the productivity of capital is, 

erefore, like trying to raise oneself by one’s boot-straps.' 

\bsence of interest is quite compatible with the presence of physical 
productivity, and . . . therefore whatever element is responsible for 
the existence of interest in the actual world, that element cannot be 
physical-productivity.’ 

The conclusion, therefore, from our study of the various forms of 
ie productivity theory is that physical-productivity, of itself, has no 


such direct relation to the rate of interest as is usually ascribed to it; 


and in the theories which we have examined, the rate of interest is al 
ways surreptitiously introduced. 

Interest is due to the productivity of capital” . . . This proposition 
looks attractive, but it is superficial bia superior productiveness 
of roundabout processes of production ... has no power whatever to 
reate intere 


Now, howeve r. inst id of met ting the que stion directly. an 
firming his disbelief in the productivity theory. he seems to 


surrender his position as the easiest way of ridding himself of 


AmertcAN Economic Review, Sept., 1913, p. 610 

The Rate of Interest, 1907, p. 12 
* Idem, p. 15. 
‘Idem, p. 22. 
‘Idem, p. 28. 
*“The Impatience Theory of Interest,” Scientia, vol. IX, 1911, pp. 383, 384, 


386. 
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If after all has been said and understood, any one still prefers to 
call such a loan “productive,” no objection is offered, provided always 
that it is made wholly clear what is meant by the term productive. 

Here it seems clear that Fisher did not think the term produc 

Ve, which he Care fully enclos« d in quot ition marks each time . Was 


fitting adjective for such loans, made by borrowers for the pur 


pose of gaining a profit. In his reply to Seager, however, Fisher’s 


is all for so « earlier statement of the tolerant 

rt to make it does not deny the productivity 
rv of interest. He cites seve il passages in his carlier writing 


which he has used uch . press is as “the elements of truth 


ntained in the cla of th productivity theori Ng He says: 
was through mathematics that I saw the nature and impor 
nee of productivity in relation to interest.” giving the impression 
t } sats | ] 

( it one lime adispelieved in } roductivitV as a causa explana 

but had come to set h must ike. He th book "was 


vritieli expressly for that purpose (rendering of the techniqui 


ment).** Despite his ability to adduce these evidences of his 
iocence of the ch rg of disbelief in the produ tivity interest 
heory, Fisher is penitent for not having made his position clearer. 
fe declares that he has himself “to blame” “for the mistakes he 


(Seager) has made.” He concludes this recantation: 


I ought, I doubt not. to have put forward the prod ictivitvy element 
+ 


re pr mminently and with less avoidance of the term “productivity.” 


I remember consciously avoiding this term so far as possible lest the 


ider should associate my theory too much with the many false the 
ries of productivity." 

The most clear-cut evidence that he cites from his writings to 
prove that he never intended to deny the validity of the produc 
ivity theory per se is this:*! “Again | specific lly stated (The 
Rate of Interest, p. 186): ‘But while the slowness of Nature is a 
sufficient cause for interest, her productivity is an additional 


‘ause.’”’? A phrase which might have been deemed an oversight 


when taken in connection with other earlier statements, is her 


deliberately reaffirmed, and casts doubt upon the meaning of much 
of Fisher’s previous writings. Just what is his position on the pro 


luctivity theory? His recent apology, appearing at the same tir 


AmERICAN Economic Review, Sept., 1913, p. 612. 
“Idem, 613. 
*Idem, p. 617 
My italics. 
"Idem, p. 612. 
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More than a year later, in reviewing some essays by Béhm 


Bawe I said: 


Great as have been the services of our author in stimulating to clearer 
ind deeper thinking in economic theory, his presentation of a Capitals 
theorie evidently is not destined to be a finality. Some development 
it is sure to undergo, and is undergoing. And that development lies 
long the lines of a value concept as opposed to a cost-of-production 


concept. 


Again in the sa year, at the conclusion of a critical article 
on Bohm Bawerk’s th ory 

Let us venture an opinion as to the nature of the difticul ind 
the direction that must be taken reach a correct solution. 


Let us suggest the view that rent and interest are very dissimilar as 


pects of the value of goods. Rent has to do with produc ion 
of scarce and desirable uses of things. To the interest theorist this is 


in the nature, one might almost s iv, of an ultimate fact. The interest 
theory begins with the valuation of these different rents or incomes, 
distributed through different periods of time. The ‘productiveness’ of 


a material agent is merely its quality of giving a searce and desirabl 


ervice to men. ‘To explain this service of goods is the essence of th 
theory of rent. Given this and a prospective series of future services, 
however, the problem of Interest irises, \ hich is essenti illy that ot 
explaining the valuation set on the future uses contained in goods. In 
terest thus expressing the exchange rat of present and future services 


or uses is not and cannot be confined to any class of goods; it exists 
wherever there is a future service. It is not dependent on the round 
iboutness of the process; for it exists where there is no process what 


ever, if there be merely a postponement of the use for the briefest 


period. A good interest theory must develop the fertile suggestion of 
Béhm Bawerk that the interest problem is not one of product, but ot 
the exchange of product, a suggestion he has not himself heeded. It 
must give a simple and unified explanation of time value. wherever it 
is manifest. It must set in their true relation the theory of rent as 
the income from the use of goods in any given period, and interest as 
the agio or discount on goods of whatever sort, when compared through 
out successive per ods. 
A year later, in 1908, I outlined the same « meeptior of 

thoroughgoing psvchological analvsis, and for the first time gave 


*“PRinige Strittige Fragen der Capitalstheorie.” Political Science Ouarterly 
vol. 17 (Mar., 1902), p. 173 

25 Quarterly Journal of Economics, vol. 17 (Nov., 1902). p. 179 

* The reader will observe that the term rent was there used in the more 
general sense of the income from the use, or the usance, of agents, not merelh 
in the sense of contractual rent This particular terminology which was due 
to the influence of J. B. Clark, has since been modified, not to weaken but to 


strengthen, the conception involved. 
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to be de veloped as the basis of capit liz ition ( f 2 Comes and of i 


resulting rate of contract interest. 
IT] Po tive statement of th Ca) nth rl 

\ccordingly, in my text, th st forty pages are devoted to 
D yehic income and to th proc of valuation which results 
price of things considered as directly enjoval objects of choice 
In the next division, comprising » ly sixty pages, is taken up 
the physical produ tivity of wealth, the uses of ¢ ls, and tl 
valuation of those uses. Contract-rent is here based upon. the 
valuation, to individuals, of the productive uses of durabl nts 


uSt as conti ict price 1s ba ea upon thi \ ilu ( }O 
A hundred SW thi ven te wel 


(Woods 
iS. 


red pages wert s given to ex] ' 

I was able to do it in a first sketch of the theorv of 
for elementary students, what income is, and how it ‘ 
so that it may be tl object of ioice and of exchang I) ( 
next division (C: pitalizatic n and Time-value) I discussed ! 
seventy pages, the various problems of value that arise fr 
omparisor of goods in Pp int of time. I treated capitalizat 

s the pre blem of valuation of durable agents, and devel p da 
theory of the rate of interest on contract oa based on th 
onception of capitalization. 

For the reader un icquainted with the capi n theory. it 
sential features mav be here outlined A+ +] itset let us s 
to avoid the confusion caused by the use of tl vord interest in 
two senses, first, of a payment for contract loans made in terms 


of money, and, secondly, of the difference in value between lil 
goods available at diffe rent ti Cs, Ke ynomiusts have of late re! 


] 


erally recognized these two meanings, and have sought to distin 


guish them by the terms contract and economic interest.” Thoug] 
such a terminology is an improvement wpon the old, it leaves an 
ambiguity that continually reappears in th discus on. I the re 
for us d the word intere st solely in its origin il ind still ilmost 


universal commercial sense of contract-interest. and I used the term 
time-value to designate the other problem of “economic” or “im 


plicit” interest.*° 


* Fisher prefers to call the one explicit and the other in t interest 
However, throughout his book he uses the phrase “the rate of interest”? almost 
if not exclusively for contract intere a ind other term » ] h i rate of 
preference, time-preference, etc., when implicit interest is meant 


” Other expressions, to designate variou aspects of the ime problem, used 


in my Principles of Economics (1904), were “choice between different value 
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pear as an arithmetic rate. ‘The primitive economy in its choice 
ol enjoyable gooUs of different epochis of maturity, in its wars fo1 
the possession of hunting grounds and pastures, in its slow accu 


mulation of a store of valuable durable tools, weapons, houses, 


boats, ornaments, flocks and herds, first appropriated from nature, 
nd then care fully guarded and added to by patient effort in all 
this and in much else the primitive economy, even though it wer 
quite patriarchal and communistic, without money, without formal 
e, without definite arithmetic calculations, was nevertheles 
capitalizing, and therefore embodying in its economic environment 
rate of premium and discount as between present and future. 
This, then, is the essence of the capitaliz ition theory of interest 
as nearly as we can put it in a proposition: The rate of interest 
(contractual) is the reflection, in a market price on money loans, 
if a rate of capitalization involved in the prices of the goods in thi 


e agents isac ipit tlization whic! 


community. ‘The price of durab 
involves a discount of their future uses, and this is logically prior 
to the rate of contract interest. The logical order of explanation 
is from numbe rl Ss sep irate acts of choice of goods with rete rence 
to time, to the value (and prices) of durable goods embodying fu 
ture incomes, and finally to the market rate of interest. This 
interest theory was new in its order of development from elementary 
choice; in the priority it assigned to,capitalization above contract 
interest ; in its unified psychological explanation of all the phenom 
ena of the surplus that emerges when undervalued expected incomes 
approach maturity, the surplus all being derived from the valu 
of enjoyable (direct) goods, not by two separate theories, for 
consumption and production goods respectively ; in the integration 
of the interest theory with the whole theory of distribution; and 


in a number of details necessarily related to these features. 


*%* When, however, attention is given to the details in the modern loan market 
following the action of this man or that, or studying a temporary situation 
such as a sudden demand for loans on the occasion of a war or in a financial 
panic, we break into the explanation at a different point. The change in the 
immediate status of the loan market is reflected in widening circles and for a 
time affects the capitalization of much of the wealth in the economy (of the 
nation or of the world). This and many other needed interpretations are 
briefly indicated in my elementary text. It is fundamental to the conception 
of the capitalization theory, however, that these impulses from the mone 
market are not, as they superficially appear, primary or causal in a theory 
of interest, in the same sense as is the preference in time for enjoyable goods 
and the resulting level of capitalization. See especially ch 17-19, in my 


Principles of Economics, 1904. 
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takes his standpoint in the money market and supposes an existing 


of intere st to which rates of time pre fi rence of in lividuals 


ire later brought into conformity. His treatment throughout is 

the actuarial, mathematical type, concerned with the explaining 
nd equalizing of incomes which are assumed to be present. | 
feel as strongly as does Professor Seager the n glect, in this treat 


nt, of the element of productivity in iccounting for the existe 


of the incomes.** From my point of view the difficulty appears t 


nhere in Fisher’s general conception of the problem. I differ 
from the productivity theorist, however, in looking upon the inter 


problem as that of explaining not the existence nor yet tl 
gnitude of those incomes, but the rate of their valuation to the 
iluation of the capital sum (principal) to which the contract rat 
(percentage) refers. 


I share with Seager the opinion t 


t there is no “sovereign vir 


ic in mathematical modes of thought” which safeguards the math 
ematical economist from error. Indeed, there seem to be character 
is ic In thi matical illusions. 


[ share Seager’s doubt of the aptness of the proposition that 


impatience is “a fundamental attribute of human nature” or 


Economic Review, Dec., 1912, pp. 836-837, 


"My purpose, in large part, in calling attention to m 


y mode ipproach 
to the interest problem as outlined above, is to show that e psvychologica 
heory, in its original form, is not open to the criticism which Seager forcibly 


directs against Fisher, “that he dissociates his discussion completely from any 


iccount of the production of wealth.” To be sure, Fisher’s reply begi with 

i categorical denial, “I did not dissociate” (American Economic Review 

Sept., 1913), but he immediately idmits that in his “first ay proximation” the 
me eams were “temporarily assumed.” And while in his larger the 


il book, he believes that “thi issumption gives place to ti I t 


e compil 
cated conditions of the actual world,” when he comes to the second and third 
ipproximation . he confesses that those comp lic ations were, “for the most 
omitted  ( too difficult and controversial)” from the lementary 


wer’s comment (American Economic Review, Sept., 1913, p. 618) is per 


nent: “A methodology that causes an author to drop out an essential link 


when he tries to restate his theory in elementary form seems to me to be 
ilmost self-condemned.” At this point may be recalled my own criticism of 
Fisher’s treatment of capital in his Capital and Income R ewing th in 
the Journal of Political Economy, March, 1907, vol. 15, p. 147, I spoke of a 
“certain isolation in Fisher’s capital theory He began the analy nd recon 
struction of the « ipit il concept as if it were a task apart fr 1 the theory of 
distribution as a whole. ... The capital theory presented has therefore a certain 
character of intellectual aloofness that leaves it out of touch th the larg 

theory ot di tribution, of which it should be but one part.” The ime criticism 


ipplies in general to The Rate of Interest publ shed a vear later 
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patience” (time pre fe rence ) into exact accord with that implied 


n the market rate of interest. seager ad dl well to question thie 
tatement, and Fisher’s concessions on this point do not leave very 
much in dispute. ‘The indi tal by rate of time-preferenc: 


o accord with the market rate, so long as that adjustment yields 


an advantage, and so far as he has something to exchang 
can furnish security, or is n hindered by friction in other way 


Within the iarger nat onal economy, the re ire many unpertectly 


ec, ups in diverse 


living 
economic conditions, and having diverse capitalization rates. In 
the central credit-market, as in the simplest typical price problem 
of the sale of commodities, wi may lw LYS concelvs of some ex 


cluded would he buvers, and likewise sellers who rem n outsicae 


e limits of actual ti tding because valuing thell purcha ing power 
ind the sale-goods in a ratio which gives no margin of advantage 


1¢ market price. 


V. Physical- and value productivity distinguished, 


The more serious theoretical issue involved here is the ground 


of Seager’s objection, which Fisher does not touch in his re ply. 
ih the technical productivity of agents is the cause of t] 


4 4 


mpa 


So far as I can see, with the technical superiority of present over 


~ 


lence. Seager says:* 


future goods, or the productivity of capit il, absent, the question as to 


whether interest would continue or not is an entirely open one... Is 


ime-preference| not rather a result of the present industrial or 
ganization of society arising chic fiy from the fact that capital] plays 
such a tremendously important role in preduction and that, under th 
system of private property in the instruments of production and free 
competition, capitalists can secure a return corr sponding, at least 
r ughly, to the part of the value produ tha is ec nomic il] lmput bh] 
to the assistance which their capital renders? That is the view of the 


productivity theorists. 

Whereupon Seager enters into a defense of | ! luctivity 
theory, via a direct denial of Boéhm-Bawerk’s eri n of } is 
id ipted by Fisher. 


Seager’s argument at this point seems, indeed, to imply 


“AmerRICAN Economic Review, Dec. 1912, pp. 841-842 

* Fisher has followed Béhm-Bawerk in presenting ob tir » tl 
tivity theory in terms that logically invalidate everv prod t ty theory and, 
ipparently, ji ig n foll wing his exar le n withdraw ng tl object 


so far as they apply to any but the naive theories. (See above, pp. 70-71 
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cond aspect, entrepreneurs appear as users of capital. How much 
interest they can afford to pay for such use, entrepren t t 


urs estimate 
through comparing the productive services of capital goods at current 


rices with the productive services of workers, who at some | 


points art 
nterchangeable with capital goods, at current rates of wages. Through 


these comparisons the general rate of interest, so far as it depends upon 
e demand for capital for use in production, is determined. 
Space does not pe rmit of detailed comment to show that 


} aimost 


very sentence of this argument clashes with the physical produc 
tivity theory. 


The productivity of which use is made when the explanation is 


really begun is not technical or physical productivity at all, but is 


the capacity which goods bought with judgment at current prices 
have, in the hands of enterprisers, of yielding a net surplus, suf 
ficient not only to remunerate them, but to pay contract 


nterest 


to lenders. The amount of interest which “enterprisers estimate 
they can afford to pay (i.e., the maximum amount) is the differ 


ence between the discounted, or present, worth of products imputa 


ble to these agents and their worth at the time they are expected 


to mature. The prices of the agents, which are the costs, involv 


(not pre suppose ) a rate of discount. As was said in my text: 


When the agent is bought outright, the very concluding of the bar 
gain fixes a relation between the expected value of th 


value of the capital invested. In other words, the es 
igents virtually wraps up in them a 1 


income and the 
cchange of durable 
ict income which it is expected 
will unfold year by year when rents mature ana are secured. 

Undoubtedly, at this point is the crucial test of the competing 
theories. Is it productivity of agents that mal 


business men 


villing to borrow and pay interest? Could they afford to pay 
interest varying with the time element, if the value of the pro 
ductivity, however large or small, were not discounted in the pric 


of the agents they borrow (or buy with borrowed money)? I think 
not, Seager says: 


It is their [the business men’s] demand for the savings of others for 
use in business enterprises that causes the bal: ] 


lance always to be on the 
side of a positive rate of interest. 


But this demand cannot reasonably begin unless there is already 
at balance on the side of a discount of \ luc 5 of th future es yf 
gents. Viewed from the standpoint of the capitalization theory 
the causal order is the reverse of that of th produc tivity theory 


"The Principles of Economics, 1904, p. 127 


53 AMERICAN Economic Review, Dec., 1912, p. 838 
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pl er \ th the wh would y byt ine 
pital. H e, Seage nelucd 
Admitting the physical pr ductivity ol capital . . . the value pro 
t or more accurately an increase in the to! il value-product 
nee of the issistance which capital render to pr lu tion 
s to me to follow as a logically n S ns ( 
lere, where Seager would expect aye 
ten to add thal this tlue-produ ty I I] hat of 
the productivity th Deal 
e saving mi ely ifag u fat tl men 
products (speaking of the gens land usual ] 
in W | LT the proat t th if ( ild en ne 
he help of the py ductive rents But the value-nrodn 
ty which furnishes the motive to ¢] nterpriser to borrow and 
him tne power, 1 to p tract ntere 
to the fact that th products will have value when + , 
to existences but to thy fact that their expected lis 
inted the price of the agents boucht at n ! _ t of 
Th two relations urs in diff el planes It is prob] ) f 
mensions which may be represented as follows - 
A (Phy l-productivitv) 


relation 


B (Value productivity) 


Present Future 


The modern producti. ity theorist 


tneoris sumes s qu obvious the 
value productivity B, as di rived synchronously from the phvsic il 
productivity A, but he ignores th problem of t] 


dis ‘ount relati yn 
time between B and ¢ ~ Tee pseudo-value productivity assumed 
n the productivity th ry of j 


s all, however. involved in 
the unexplained discount re ion between B and (, not in the 
identity relation he tween A and B. This is the petit 
+} 


f 

he theory, 
Th ferred to is that part, imputable to, and 
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nature, and the other to labor. It is, of course, futile to attempt 
here a restatement of the reasons, negative and positive, against 
this view. ‘They have been pretty fully stated elsewhere. Seager 
seems still to conceive of the interest problem as connected only 
with produced means of production, as did the older English 
economists, and as all productivity theorists incline to do. This 
inclination is found along with a treatment limited mainly, if not 
entirely, to contract interest. 

But how can the “economic interest” aspect of the problem be 
limited to the income yielded by tools and machines? Why is not 
this problem presented in the case of incomes from land (or from 
an orchard, to which example Seager objects as not being typical 
of all forms of capital)? How account for the capitalization of 
this land and of this orchard? By applying a rate of interest de 
rived from the money market as Fisher would seem to do, or a rate 
taken from the market for the loan of purely “produced” capital 
goods (whatever that may mean)? Cannot unproduced agents be 
capitalized unless the rate of discount is first discovered by making 
produced goods? Is not a capitalization rate conceivable in a 
community where land is the only form of wealth that is bought 
and sold? If so, then the thought is not avoidable that a rate of 
interest on contract loans to purchase land may prevail, reflecting 
this implied rate of capitalization—the chance for profit operating 
as a motive for the loan just as it does in manufacturing and com- 
merce. Is interest not connected with a loan of money to buy 
“natural” agents as fully as with that to buy “artificial” agents? 
An answer to these questions inevitably carries one into the at- 
mosphere of the capitalization theory, where the arbitrary limita- 
tion of the interest problem to loans made to buy “produced” 
agents becomes unthinkable. 

But there is still the old question, how account for the tendency 
of profits (in the old broad sense of the term, including interest) 
toward equality; how explain the fact that on the average, though 
with many exceptions and fluctuations, the rates of profit to be had 
by productive borrowers in the various industries do not get so very 
far apart? There is the old explanation of cost-of-production 
of capital, upon which the latest productivity theorists still rely, 
and there is the capitalization theory. Both of these concede a 
place to the enterpriser. In the older view, the place is worthy 
to be called causal, in that, when any agent yields an abnormal 


return, he produces more agents, by incurring “costs” (which are 
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ined), putting 
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The position taken by the present writer is, that productivity and 


patience are coérdinate determinants h product 


lirect a determinant of interest as is impatience, and that productivity 


may be, in a modern community, the more important determinant.” 


” Cited above, p. 68 


“Quarterly Journal of Eccnomics uj, 1913, p. 634. 
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patience aside or even the s¢ | pre uct e | 

not by nature impatient” ete. Professor Bi n shows wel thy 
naptness of the word “impatience,” but his ai ent is futile as 
a refutation of a tru psychologic il theory, for h s quit 
overlooking the substance, while he chas t} shadow. of 
time-preference. 

This motive to borrow exists as v 1] whe +] o r te | bought 
with borrowed money is land. as when it is ther agent. But 
just her Professor Brown withdraws to the citadel. the cost-of 
production of ¢ pital, as that which tends *“*t fj t} rate of 


+ 


nterest and of discount.” He reaffirms the 

importance of the distinction which Professor S¢ ager has recently em 
phasized, between land and mad capital, between riginal natural 
resources and “‘the produced means to further production Land is 
ilready present. For the most part, there is no balancing of choice as 
to whether or not we shall produce it. 

What is the force of * lye idy present” ? Do “for the most 
part there is no balancing of choice 
use land has not affected its quantity in the past, and does not 
affect it for the future, either as acres or as productive power? In 


this day of the conservation and reclamation movements. are we 
to forget the part of repairs and depreciation, and assume th 


mutability of acres, arable and other kinds? Is there not involved 


in any standard of husbandry where soil-fertility is main 


Line d, an 


adjustment of the cost-of-production and of the capitalization of 
each arable acre to its price based on its « xpected return quite as 
this is done in the case of factories? 

It is not for us here to discuss further the older conception of 
capital here involved. We had supposed that it had become un 
thinkable in the atmosphere of Columbia and of Yale, under the 
influences of J. B. Clark and of Irv ing Fisher. 


VIII. Summary. 


Surely we are making some progress in formulating more clearl\ 
the issues involved in the interest problem. The opinions we have 


reviewed face in at least three different directions. not squarely 


* Quarterly Journal of Economics. Aug. 1913. p. 639 
Idem, p 640. 
* Idem, p. 637. 
"Idem, p. 644. 
® Professor V. G. Simkhovitch’s illuminating article on “Hav and History.” 


in the Political Science Quarte rly, Sept., 1913, gives new evidence of the effect 
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SOME ASPECTS OF THE IMMIGRATION PROBLEM 


Bolingbroke’s famous statement that “history is philosophy 


teaching by example,” is particularly applicable to the American 
immigration problem, for it Is only in the light of our own history 


that we can attempt to solve a question involving so many diverse, 


complicated, and elsewhere unprecedented, factors. President 
Cleveland, in his famous veto message of the immigration bill of 
1897, ably gave expression to this idea in pointing out that “ 
contemplation of the grand results” of 


precludes our regarding it * 


a 
our immigration policy 


as an original proposition and viewed 
as an experiment,” merely. Substantially all the arguments ad 
vanced against our present policy of regulating immigration, as 
distinguished from the new schemes to restrict it, are based upon 
unWarranted and commonly sweeping assumptio! S, Or an imp r 
rect reading of our history ind OF the history of the agencies for 
the Americanization and assimilation of the immigrants. Few 
students of the immigration question have studied the general 
subject and its factors historically with any de 


s. Th 


politic ians 


gree of thor ugh 
its of restriction have frequently been either 


xpon 
and advocates appealing to or swaved by 


popular 
prejudices, or economists with only slight familiarity with this 


branch of our national history, and still less familiar with the 


development and extent of our present-day Americani 


cies, or with the history of the “new” immigrant races in our 


midst, whom they distrust. Nor is this strange, in view of the fact, 
pointed out by Professor Callender in an article on “The Posi 
tion of American Economic History,”? that even u trained 
historians } greatly ne i Helas ul ( 
and social history in general n observation particularly ap 
plicable to the innumerable agencies scattered throughout ou 
country, which are working for the welfare of the immigrant, and 
which hav developed since 1881, the 1a commonly 1 i a 

king th beginning of our present era of me 
from southern and eastern Eur pe. Dogmatic reit ition ‘ 
thi S¢ mblance of proof; and it is re markable h wom iny ¢ rroneous 
or unproven statements are current in this field. 

The national Immigration Commission conducted substantially 
al] its investigati ns in terms of race, and ulopt 1 as its ultin 
conclusion or assumption the view (unproven by its own inv 
gations) that the new immigration, unlike the old, requires r 
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during the decade 1900 to 1910, the percentage of increase was 
nly ibout $0.7 per ct nt as compared with $38.5 per cent for the 
dec ide from 1880 to 1890." Nor has the pt reenta 


born in our total population varied 


ge ol toreigi 


l 


gre atly during recent decades, 
ranging from 13.2 per cent in 1860 to 14.7 per cent in 1910, and 
at intermediate decades being 14.4 per cent, 13.3 per cent, 14.7 
per cent, and 13.6 per cent.‘ The ratio of male to female im 
migrants for the past decade appears appreciably larger than it 
is in fact, because so many male immigrants who would normally 
have sent for their families returned to Europe instead, during 
he panic period of 1907 and thereafter, and were counted onc: 
more when they returned unattended in better times; and because 
the number of domestics immigrating has latterly decreased 
largely, though concededly a larger number of the new immigrants 
than of the old come over unaccompanied by their families and 
ire less disposed to send for them promptly. 

Professor Fairchild, in support of his thesis that immigra 
tion was practically a negligible factor before 1820 during the 
building of the nation, quotes* Professor Commons that “it is the 
distinctive fact regarding colonial migration that it was Teutonic 


in blood and Protestant in religion,” and adds: 


The English element, then, was suflicic ntly preéminent to reduce all 
other elements to its type. As a result of the character of thi migra 
tion assimilation was easy, quick, and complete. ... The whol 
coast, from Nova Scotia to the Spanish possessions in Florida, was 
one in all essential circumstances. Such, then, was the American 
people at the time of the Revolution 1 physically homogeneous race 
( ymposed almost wholly of native born de Sct nd ints ol! native born 
ancestors, of a decidedly English type . . . upon which all subsequent 


idditions must be regard d as extraneous grafts. 


From historical investigations, however, we learn a different 
story. Bancroft, many years ago, said:” “The United States 


were severally colonized by men in origin, re ligious faith, and pur 
poses as varied as their climes.” Differences in language, cus 
toms, education, and views, on the one hand, ind lack of as 


similative agencies here, on the other, made the Germans, Swiss, 


* Abstract of Thirteenth Ceusus, p. 188 

‘Ibid., p. 80. 

*Immigration, p. 51. 

a) quote from A. Maurice Low’s stimulating work, The American People 
A Study in National Psychology, vol. 1, p. 275, whose second volume contait 
particularly interesting chapters entitled “The Influence of Immigratior 


American Development” and “Manners and the Immigrant.” 
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Pennsylvania line of the late army were foreigners. And no complaint 
has ever been made against their fidelity or merit. Three of her 
deputies to the convention ( Robert Morris, Mr. Fitzsimmons, and 
himself) were not natives. 

The Declaration of Independence recited, as one of the grievances 
of the colonies against the king, that “he has endeavored to pre 
vent the population of these States; for that purpose obstructing 
the Laws of Naturalization of Foreigners; refusing to pass others 
to encourage their immigration hither,” and in August, 1776, 
Congress adopted a comprehensive committee report to the same 
effect. 

But, to return to the non-English elements of our population 
at the beginning of our national government and in colonial days, 
the extent of this immigration and the difficulties of assimilation in 
that day have both been greatly minimized. We had no really 
comprehensive study of colonial censuses until Professor F. B. 
Dexter published his Estimates of Population in the American 
Colonies, in 1887; and no basis for scientific study of race-stocks, 
until the returns of the first census were published in detail and 
analyzed in A Century of Population Growth, in 1909. As 
most of our early American historians were New Englanders- 
and in New England the immigrant was comparatively unknown 
until very recently—it is natural that they should have under- 
estimated the extent and influence of foreign factors before 1881. 
Professor William Z. Ripley, however, writing on “Races in the 
United States,”?* understates rather than overstates the facts, 
when he says, on the authority of Bancroft’s History’ that “for 
the entire thirteen colonies at the time of the Revolution, we have 
it on good authority that one fifth of the population could not 
speak English, and that one half at least was not Anglo-Saxon 


9915 


by descent. 

* Atlantic Monthly, December, 1908, p. 745. 

“Vol. VII, p. 355. 

* Contrasting this with our present-day condition, we find that in 1900 only 
1,217,280 of all our foreign-born residents over 10 years of age, or 12.2 per cent, 
could not speak English, which percentage had decreased from 15.6 per cent for 
1890 (Imm. Comm. Reports, I, p. 160). This gives just about the same percen 
tage now unable to speak English as at the time of the Revolution! The 
Census Bureau, solely on the basis of family names, estimated in A Century 
of Population Growth (pp. 116-121) that 82.1 per cent of our population in 
1790 was of English stock, 7 per cent Scotch, 1.9 per cent Irish, 2.5 per cent 
Dutch, 0.6 per cent French, 5.6 per cent German, and 0.3 per cent “all others” 
(including, on the basis of the states for which we have actual returns, 
1/20 of 1 per cent Hebrews). Professor A. FB. Faust in his German Element in 
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i In colonial days the heaviest race-stream was made up of the 


German immigrants. William Penn invited them to settle in 
Pennsyivania immediately after that territ ry was granted to him, 


! they became an important eiement in the popula n ir 


of Germantown in 1683, b« oming very numerous 


the Tounding 

ifter the Palatine persecutions « irly in the eighteenth century. 

Benjamin Rush wrote in 1789 a valuable and unbiased account 

f the German population before our first census. Ile quotes 

Governor Thomas of Pennsylvania as saying in 1747 that th 

Germans of Pennsylvania were three fifths of | whole population 

(of 200.000) and that “they have, hb their industry, been tl 
yrincipal instruments of raising the state to its present flourish 
condition, beyond any ol his ijesty’s lonies No n 
rica” ind nearly all came over as redemptions or in 


lentured servants. As early as 1790, five sixths of East Pennsyl 
1 1° if . 

Rush himself emphasizes their enormous 

rriculture throughout the colonies. Professor 


1 was German.- 


n ae loping a 
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that from 1728 to 4 


Geiser has correctly observed 


century “the history of immigration is practically that of ser 
ts (indentured or redemptioners) under various conditions,” 
tement confirmed by Kapp,*- and it is shown by von 
ly rican Lrish Hi fort ol. II O'M | 
to the [ ed State nee 1790, idem I\ B h 
o the Un tte Eney pedia, a le o Mig 
d bliogray ina elated articl Callender, m 
mic liistory of the United States; ies on foreign elements in At rica 
Goebel, Colenbrander, Putnam, and Shephe lL in ff } 
Historical A iation for 1909 eric by \ ey 
Mag , vol 34, 35, on different elements in American history; Commons, 
j nigral in America; Schurz, “True Americanism,” in S pe che 
e and Politica Papers; Fosdick, French Blood in America; Flom, 
n Immigration into the United States: Learned, The Ear Immiara 
md the Immigration Question of Today (Pa-German Soc. Pu XII 
i Grac \bbott, “Bulgarians of Chicago,” Charities, vol. 21, ] ) 
i e on “Immigration,” in The Survey, Jan. 7, 1911, as well as article on 
Immig nts in Cities,” by Kk. A. Goldenweiser, in ime j 1 | ’ 
Ethnic Factors in the Population of Boston 
l unt of the Manners of the German Inhabitant f Pe i 


p. 13, note. 

Rede ptioners and Indentured Servants in the Colony 
enn vanta, pp. 25, 41 

Immigration and the Commissioners of Emiaration 


York (1870), p. 9. 
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Our earliest accurate immigration records begin in 1820, 
under the federal law of 1819, though there is a recent esti- 
, | mate which indicates that 345,000 aliens arrived between 1776 
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Our earliest accurate immigration records begin in 1820, 
under the federal law of 1819, though there is a recent esti- 
mate which indicates that 345,000 aliens arrived between 1776 
and 1820, an estimate none too high, when we consider the unrest 
caused by the reactionary conditions following the downfall of 
Napoleon, and European famines of this period, as well as syste- 
matic stimulation of immigration to the new land of freedom and 
political and economic equality. The act of 1819 also sounded 
the deathknell of the redemptioner system, as its provisions for 
decent treatment and adequate space aboard ship rendered the 
old methods hazardous and unprofitable. 


II 


The period from 1820 to 1881 was marked by a continuance of 
the same stream of immigrants that had characterized the earlier 
period, except that the numbers became somewhat greater, by 
reason of financial depression abroad, famines, and occasional 
political and religious unrest, on the one hand, and superior in- 
dustrial and political opportunity here, on the other. Kapp, writ- 
ing as far back as 1870, well said that “the territory which con- 
stitutes the present United States owes its wonderful development 
mainly to the influx of the poor and outcast of Europe;’** and 
he noted a fact which could be fully recognized only since we 
began to collate accurate statistics of emigration from the United 
States in 1907—that “bad times in Europe regularly increase, 
and bad times in America invariably decrease, immigration.”?* 
The figures he presents as to the illiteracy of the immigrants of 
1868, made up almost wholly of German, Swiss, Irish, Scotch, 
and English,*® are interesting as being substantially the same as 
prevail today ; 7,397 immigrants for whom positions were secured, 
out of $1,143, could neither read nor write, there being 3,096 
illiterate males out of 18,114, and 4,301 females out of 13,029. 
There were 2,714 Irish, Scotch, and English illiterstes out of 
9,269; and out of 23,315 Irish, Scotch, and English fen.ale ser 
vants 7,682 could neither read nor write. 

In J. B. Angell’s review of the books of the German traveler 
Loher, dealing with his German-American compatriots of the mid 
dle of the nineteenth century,” we read of the German “brawler 

*Immigration and the Commissioners of Emigration of the State of New 
York, p. 5. 

Tbid., p. 17. 

*Tbid., pp. 116-117. 

* North American Review, vol. 82 (Jan., 1856), pp. 248-265. 
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Netherland 190,954 145,746 


Switzer] 44 155 

S lin 1 
Italy 126,377 15,09 
G 411,444 399,409 
Great Brit ind Ireland 7,951,671 410,049 


( 
Phese figures show that althou the countri rt] ! i 
western Europe no longer furnish the sam percentage of 
grants as before 1881, they continue sending appre ! 
ind, on the othe r hand, they naicate that the coun s ol 
ind eastern Europe had sent us some immigrants long | 


1SS1. The y reflect also thi reat economic deve pmetr ol 


countries of western and nort rn Europe, whi i 
lecrease of immigration from there, and thi nomu 
ness and religious and political persecution of th ithern 


eastern countries. 


This is not the place to enlarge on the invaluabl s n 
dered by the immigrants to this ce untry from 1820 iSS] 
glected as the subject is, no candid student can deny that to t] 
we owe much of our great development and prosp 
their patriotism has always been at our command Nor should 

be misled by the occasional former critici f 

rant, and the dangers that beset our country in the pa 
sober sense of the country always welcomed the i ‘ant, and 

ognized his value Particularly outspoker n tl 


have been such great statesmen as Washington, J rson, M 
n, Lincoln, and Cleveland, despite efforts of restrictionists t 


unearth an occasional passage indicating t] it one rn rr f 
these leaders realized that possib] langers ilso } 


immigrant. The anti-French feeling of John Adams’ administration 
led to the pasag of our Alien and Sedition , 
but that very issue drove the Federalists out of power for decades ; 
and the Republican platform of 1800 foreshadowed Jeff rson’ 
famous presidential message of 1801, which laid down our est 
lished national policy in the rhetorical question: “Shall we ref 
‘See particularly Coman, Industrial History of the Unit States: Ka 
Immigration and the Commissioners of Emigration; Low, A? 
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The percentage of illiteracy in each group was as follows: 


South Italians . 53.9 Bohemians and Moravians 1.7 
Hebrews 26 English 
Polish $5.4 French 6.3 


208... £0 nm 


I 187 17 4 
Austria »LOST9 } 


| March 


spitality which the 

savage r forefathers arriving in 
» asylum on this 
iffirmed in Congress, 
s; our ministers 
obstacles to emi- 
passage of a bill to 
nsportation into the 
ovement was due 
way. The History 
prepared by the 

S February 22, 1893, 
of the govern- 

national statute 

1882 the encouragement 

n in the seventies 
Seat led ntiment against ad- 
present-day agita- 


reased the native 
\ nt of native popu- 
serious consider- 

ption that the pos- 
mplished more for 

I Census Bureau, in 
p. 85-9), concludes 


t} ty million souls to our 


26.7 per cent of 
or write (35.8 
nt of the old). 


his work Immi- 

e of the birth-rate is 
even in Australia, 

: Gen. Walker seems 
mics and Statistics 
rid-wide character 
himself previously 
fferently (Id. II, p. 29 


The First Century 


[March 


4 


1914] Some Aspects of the Immigration Problem 105 


The percentage of illiteracy in each group was as follows: 


South Italians . ..-. 89 Bohemians and Moravians 1.7 
Hebrews .26 English : 
Polish ' . 35.4 French 6.3 
Lithuanians . 48.9 Germans 5.2 
Croatian and Slovenians . 36.1 North Italians 11.5 
Greeks . 26.4 Irish 2.6 


The government figures for the fiscal year 1912 show that 63 
per cent of the immigrants for that year were males, and that 21 
per cent of the males over 14 years old were illiterate, and nearly 
25 per cent of the females. The Immigration Commission, in its 
report on “Emigration Conditions Abroad” shows, however, that 
the percentage of literacy among the immigrants from southern 
and eastern Europe is very much higher, in general, than that for 
those foreign countries at large, indicating that we still get the 
more intelligent and enterprising of such races. Even in these 
countries, people are now reasonably familiar in practice with the 
exercise of the suffrage and representative government. 

It is time that we turned to authorities who are familiar with the 
new immigrants in our midst, their past experiences here, and 
the agencies open to Americanize them, for light on this problem. 
Immigrants from nearly all of the various races from southern 
and eastern Europe have been settled here for many years, and 
we learn almost uniformly that there has been little difficulty in 
Americanizing and assimilating them. For example, The Italian 
in America, by Lord Trenor and Barrows reminds us how much 
we owe to the Italians from Columbus down to our own day. 
Italian settlement throughout the nineteenth century, especially in 
agriculture, only awaits a competent chronicler to show that 
it does not indicate difficulty of Americanization. Professor 
Balch, in her excellent work Our Slavic Fellow Citizens, outlines 
many decades of worthy citizenship on the part of Poles and Bo- 
hemians in America, running back to valuable services during our 
Revolutionary War. The same is true of the Jews in America, and 
of other races included among the new immigrants, all of which 
refutes the unwarranted assumptions of the restrictionists. The 
investigations of the Immigration Commission, especially with re- 
spect to our school rolls, also bear this out. 

Disinterested social workers who have devoted their lives to 
studying these new immigrants find that they are being rapidly 
absorbed, and are valuable increments to our population. It is 
time that we heeded the observations of capable students at close 
range, such as has been furnished to us in valuable studies by 
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When we turn, however, to a study of the genesis and potency 


of the agencies provided for the assimilation of the immigrant, 


is Americanization and improvement, we notice that nearly all 


have been developed during the past few decades, and were un 


available to the old immigrant. Even educational facilities for 


the immigrant were formerly most elementary and inadequate, 


while we have today night schools with special immigrant classes, 
social settlements and educational alliances, industrial, trade and 
vocational schools, instruction in civics, improved foreign news 
papers, and public lectures in foreign language. Labor unions 
ind other associations promote high wages and high standards 

living. ‘These have gone up steadily, and not down. Tene 
ment-house reform and increased railroad transit have improved 
housing conditions, particularly in our large cities, to a degre 


ndreamed of in the days of the Gilder commissi 


ssion. 
Federal and state bureaus of information for immigr 


resident laborers, employment bureaus, immigrant aid socictis 


immigrant service of the Young Men’s Christian Association and 


of other church organizations, and such organizations as_ the 


Italian Immigrant Bureau. the Industrial Removal Office, the 
Hebrew Agricultural and Industrial Aid Society, the Hebrew 


Sheltering and Immigrant Aid Society, the Baron de Hirsch Fund. 


nd other similar organizations throughout the land, do effectin 


work in Americanizing the immigrant, finding employment for hit 


it good wages, overcoming tendencies towards congestion, effect 


ing distribution, and promoting acquisition of American standards 


of living and thinking.® Of course, such agencies deserve and 


require unlimited extension and development; and in a number of 


ur states, regulative legislation is badly needed, especially 


is 


applying to mining and labor camps. 


* One must turn'to innumerable scattered, individual reports to get an idea 


the number and extent of thes« agencie ind their achievements, for no 
historical and descriptive account of anv individual branch even of theses in 
ictivities has, to my knowledge, been thus far published. See part larly vol 


41 of Reports of Immiaqration Commission: “Distribution of Admitted Alier 
ind other Residents”: Proceedinas of the Conference of State Immiaration 


Land and Lahor Officials with Renresentatires of the Dirision of Inf 


‘mation 
Bureau of Immigration, Nor. 1917: -eport of the Commission of Immiaration 
of the Sta of New York, 1909; The First Century of the Re) ( Har 
per’s, 1876): Robert’s The New Immi ! n Tane Addams, 7 n Years of 


Hull Hous Griffin, A List of Books 


on Immigration; Carroll D. Wright, 
“Influence of Trade Unions on Immicrants.” in Bulletin of Bureau f Lahor 
January, 1905, and chapter on this subject in Wiernik’s The J: 


pp. 297-300; as also Hourwich, Immigration and Labor, pp. 325-52 
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REVIEWS AND NEW BOOKS 
General Works, Theory and Its History 


Principles of Economics. Being a Revision of Introduction to 
Economics. By Henry Rocers Seacer. (New York: 
Henry Holt and Company. 1913. Pp. xx, 650. $2.25.) 

Though a number of the chapters remain practically as they 
were in Introduction to Economics, first published in 1904, this is 
in many respects a new work. The portions which deal with prac 
tical economic problems like the tariff, trusts and monopolies, 
taxation, labor problems and legislation, social insurance, and 
-ocialism, have been amplified and brought down to date. There 
is discussion of not only the latest enactments but of the most 
important proposed legislative measures and reforms. Moreover, 
throughout the work, which was always rich in illustrative ma- 
terial, may be found the latest statistical information. 

In the new chapters on Reform of the Tax System of the 
United States, Profit Sharing and Labor Copartnership, Social 
Insurance, and Socialism, as in descriptive chapters which have 
appeared in former editions, the author does not content himself 
with mere description and statement of fact. He not only puts 
the facts in their proper historical and theoretical setting, but he 
bases conclusions and judgments upon them. He has opinions, 
and does not hesitate to express them. 

Quite as important are the changes which have been made in 
the theoretical portions. The first of these has to do with value. 
A chapter of 26 pages on Value and Price has become two chapters 
which cover 43 pages. Opinions will differ as to the merits of 
this revision and expansion. I myself note with approval the 
elimination of the greater part of the Robinson Crusoe illustration 
which I have always found confusing rather than helpful in pre- 
senting the subject to a class of students. I do not, however, 
regard the increased prominence given to the distinction between 
value in use and value in exchange as either desirable or necessary. 
The distinction between utility and value in use is so metaphysical 
in character as to confuse rather than to clarify the subject for 
the ordinary student. While it is evidently true that back of the 
process of social evaluation, which is the significant thing in eco- 
nomics and which is really value in exchange, there is a process 
of individual valuing or measuring of utilities, this process is too 
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Vaterials for the Study of Elementary Economics. Edited by 
Leon Cyester Wuirney Waricut, and 
JaMEs ALFRED Fietp, (Chicago: The University of Chi 

5.) 


In the last few years discontent has been evident among teach- 


a 
‘ 


cago Press. 1913. Pp. xvil, 927. $2. 


rs of economics over at least two matters, namely, the point ot 
iew and emphasis prevalent in the subject-matter and the peda 
vogical methods in use. Widespread interest among American 

nomists in the development of the marginal utility theory and 
s application to various problems had resulted in undue stress 
:pon marginal theories in textbook and in teaching. While gain 


rin precision of explanation and scientific statement, economics 
emed to be out of touch with the ordinary business of life. 
Concrete problems were replaced by hypothetical ones of great 
genuity calling for keenness in abstract thinking or in the ap 
plication of mathematics. ‘The disciplinary value of economic 
udy was undeniable, but the question arose whether equal edu 
ional results might not be secured by considering problems that 
ild seem to the student more vital. 
On the other hand, the methods used in undergraduate teach 
» of economics were largely a mere transfer to this field of those 
ns of instruction with which the college professor had become 
uniliar in his graduate study. Lectures of the German uni 
versity type, special topics following a long way after the grad 
te thesis, occasional oral quizzes for detective purposes, were 
00 frequently the pedagogical stock in trade of the college 
icher of economics. ‘To a certain extent these conditions wer 
inevitable result of the inadequacy of teaching force due to 
sudden expansion in department enrollment, since the con 
porary interest in social problems brought many students to 
he class room despite the doctrinaire treatment and the dullness 
the class hour. 
Some of the more recently published American textbooks and 
rger treatises, while accepting and incorporating the valuable 
part of modern theorizing, reveal more balance and proportion 
treatment, and a return to reality. Contemporaneously there 
s been much thought about better methods. Fewer lectures 
nd those of a different type; the use of the “recitation” as a 
means of cultivating independence of thought rather than as a 
cital of imparted knowledge; problems in class and fer out-of 


lass solution; extensive reading and intensive thinking—thes« 
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Kapital und Kapitalzins. Zweite Abteilung: Positive Theorie 
des Kapitales. By Evcen von Borum-Bawerx. ‘Third 
edition. (Innsbruck: Verband der Wagner’schen Universi- 
tits-Buchhandlung. 1912. Pp. viii, 760. 21 M.) 

With the volume under review Professor Boéhm-Bawerk has 
completed the revision of his epoch-making Kapital und Kapital- 
zins. The text of this volume parallels that of Book III in the 
earlier editions of the Positive Theorie des Kapitales (Books IV- 
VII in Smart’s translation). What we have, therefore, in this 
new form is Béhm-Bawerk’s exposition of the theory of value 
and price and of the theory of interest. That the author has 
undertaken the task of revision in no perfunctory spirit is at- 
tested by the fact that the 333 pages of the second edition are 
now expanded to 460 pages of text and 300 pages of excursus. 
There is scarcely any pa:t of the work in which the exposition 
has not undergone substantial modification. 

A large proportion of the literature on interest during the last 
two decades has centered in Béhm-Bawerk’s theory. It may fairly 
he said that a primary classification of economic theorists is 
based upon the acceptance or rejection of Béhm-Bawerk’s in- 
terest doctrine. His theory of value and price does not present 
so many strikingly individual traits. None the less, his formula- 
tion is in many respects the ripest work of the so-called psycho- 
logical school of value theorists, and has served more frequently 
than has any other to illustrate the merits and the defects of 
the work of this school. Professor Béhm-Bawerk’s frequent con 
tributions to the periodical literature of economics has offered 
sufficient evidence that he has allowed little of the vast volume 
of criticism to escape him. Accordingly, it is with keen interest 
that the reader examines this final statement of Béhm-Bawerk’s 
doctrines to ascertain how far the master has found it necessary 
to modify his original views. 

In its essentials the author’s system has remained unchanged. 
At many points the forms of expression have become less dog 
matic, but this is frequently through the restoration of the text 
of the Grundziigen der Theorie des wirtschaftlichen Giiterwerts, 
which had been presented in abbreviated form in the first edition 
of the Positive Theorie. In a less talented author the infrequency 
of substantial modifications might be ascribed to crystallization 
of thought. The new material in the present work, however, 
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Fisher bases the interest rate, there could be no interest; but he 
nsists that it is equally true that were the technical superiority 
present goods annihilated, interest would disappear. ‘This 
consideration he regards as sufficient ground for treating the 
technical superiority of present goods as a cause of interest. 
What most students have regarded as of chief significance in 
Fisher’s criticism, and in the similar criticism of Bortkiewicz, is 
proof that in every example by which Béhm-Bawerk has sought 
exhibit the operation of the technical superiority of present 
ods, a pre ference for present goods is tacitly assumed, It is 
possible, in thought, to derive an interest rate from time pref 
erence alone. It is not possible to derive a rate from the technical 


periority of present 


goods alone, if we accept the presuppo 
ions that lie at the basis of the value theories of both Béhm 
Bawerk and Fisher. <A close examination of the arguments in 
kxxcursus XII will show that it remains true here, as in the main 
ody of the text, that time pref rence inevitably slips in to 
ilidate the operation of the superiority of present goods. 

With the single exception of the treatment of the relation of 
productivity to the interest rate, the system of Bohm-Bawerk, as 
lere presented, appears to be logically unassailable. Further 
criticism of it must confine itself to the presuppositions of th 
system. ‘That these, however, are not universally acceptable the 


how Ss cl 


history of recent criticism s early enough. 

Béhm-Bawerk and his entire school have erected valuation 
nto what is essentially a logical process. Boéhm-Bawerk’s valu 

eory has been described as a psychological theory, but as every 
one now knows, this des« ription 1S misleading. The theory as 

as its starting-point satisfactions—whether hedonisticalls 

conceived or not—that are definitely measurable in themselves. 

from the magnitudes of these satisfactions all value magnitudes 
derived by a logical process. Impulse, tradition, social forces, 

perate to influence the satisfaction magnitudes; but when the 
ter are taken for granted, valuation is strictly an individ 
listic, rational process. 

What, however, does psychology know of this antecedent struc- 
ture of satisfaction magnitudes, or utilities? Practically nothing. 
There are such magnitudes, no doubt, but that they present the 
form that has been given to them by the value theorists is highly 


unprobable. Not satisfactions, but goods, are valued in the first 


nstance. Individual whim and social influence play directly upon 
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a short period of three “elementary” textbooks, Professor Chap 
man will rest content and turn his unquestionably great powers to 
something at the same time more worthy of his efforts and more 
likely to be successful. H. E. M. 

Dient and MomsBert. Ausgewdahlte Lesestiicke zum Studium der 
politischen Oekonomie. Vol. VII. Wirtschaftskrisen. Vol. VIII. 
Kapitalzins und Unternehmergewinn. (Karlsruhe i.B.: G. Braun 
‘sche Hofbuchdr. 19138. Pp. vii, 204; viii, 197. 2.60 M. each.) 


Exriwoop, C., A. Sociology and modern social problems. Revised and 

enlarged. (New York: American Book Co. 1913. Pp. 394.) 

Use has been made of the census of 1910 to revise the statistics. 
Two new chapters: The Bearing of Modern Psychology on Social 
Problems and Theoretical Summary, have been added. 

Gown, E. B. Sociology. (Middletown, Ct.: Wesleyan Store. 1913. 
Pp. 49, 7. 50c.) 

Haniscu, G. Die klassischen Werttheorien. (Berlin: Puttkammer 
& Miihlbrecht. 1913. Pp. 44. 0.80 M.) 

Hosnovuse, L. T. and others. Property: its duties and rights, his- 
torically, philosophically, and religiously regarded. (London: Mac- 
millan, 1913. 5s.) 

To be r¢ viewed. 
voN F, Lehrbuch der Volkswirtschaftspolitik. 
Leipzig: Hirschfeld. 1913. 5 M.) 

Loria, A. The economic synthesis. A study of the laws of income. 
Translated from the Italian by M. E. Paul. (London: Allen. 
1913. 5s.) 

Netson, L. Die Theorie des wahren Interesses und thre rechtliche 
und politische Bedeutung. (Gottingen: Vandenhoeck & Ruprecht. 
1913. 0.80 M.) 

NeuratH, QO. and Scuaprre-Nevuratu, A. Lesebuch der Volkswirt- 
schaftslehre. I. Plato bis Ricardo. II. Sismondi bis George. 
(Leipzig: Gloeckner. 1913. Pp. viii, 231; vii, 287. 4 M. each.) 

Steuart, J. Untersuchung iiber die Grundsdtze der Volkswirtschafts- 
lehre. Translated from the English by A. Jonn. Two volumes. 
Sammlung sozialwissenschaftlicher Meister, 15. (Jena: Fischer. 
1913. 7.50 M.) 

Waaner, A. Les fondements de l'économie politique (Paris: Giard 
& Briére. 1913. 10 fr.) 


Economic History and Geography 
{n Economic Interpretation of the Constitution of the United 
States. By Cuarues A.'Bearp. (New York: The Mac- 
millan Company. 1913. Pp. vi, 330. $2.25.) 
Students of our national history are not unaware that our 
Constitution was framed, favored, and adopted by the people who 
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The final word with which Professor Beard sums up his sug 
stive and stimulating essay is this: 


Che Constitution was not created by “the whol pe ple is the 
urists have said; neither was it created by ‘“‘the states’’ as southern 
lifiers long contended; but it was the work of a consolidated group 


whose interests knew no state boundaries and were truly national in 


th) r scope. 


For the complete demonstration of his thesis Professor Beard 


nvites scholars to engage in a searching and precise study of 


i 


tax returns, wills and mortgages, and shipping records, from 
Maine to Georgia, of the complete history of transactions in 
vublic securities, and in land speculations, and finally a study of 


geographic distribution of manufacturing establishments and 
owners and investors. With a fine courage Professor Beard 
writes: “A really fine analytical treatment of this problem 
would, therefore, require a study of the natural history of the 
(approximately) 160,000 men involved in the formation and 
idoption of the Constitution.” Here would be, indeed, a sort 
cf encyclopedic Domesday Book survey, undertaken one hundred 
1 twenty-five years after the causal event. As our author ad- 
mits, it can never be perfectly achieved, because so many records, 

local, state, and national, are not completely preserved. 

C. H. LEvermore. 


The Economic Utilization of History. By Henry W. Farnam. 
(New Haven: Yale University Press. 1913. Pp. viii, 220. 
$1.25.) 

Diverse as are the topics in this little volume of Professor 
Farnam’s, its successive chapters show unity of purpose and of 
viewpoint. The dominant note is an appeal for the same patience, 
iccuracy, and devotion to truth on the part of the economist as 

found in the work of the natural scientist. The early chapters 
develop this ideal from a methodological and analogical stand- 
point. History and current economic and social experimentation 
afford the phenomena to be observed and treated by the methods 
ind in the spirit of science. These phenomena are multifarious, 
so that hasty generalization is dangerous. At the other extreme, 
the statistical method encounters the dangers of a refinement of 

method in excess of the possibilities of accurate use of highly di 

verse materials. <A scientific attitude can be realized only by 


making issues “more and more specific, taking into account only 
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superior or indifferent periods in some 70 per cent of cases, and 
the reverse in 10 per cent of cases. The conclusion reached is 
that the monarch has influenced his age more than the age has 
influenced the monarch. That this relation is not accidental is 
proved by the fact that a change of conditions has often followed 
a change of rulers and also that a royal minority or an inter- 
regnum has generally reacted perceptibly on the period. 

On the question of causation Dr. Woods reiterates the con- 
clusion reached in Heredity in Royalty, that modern royalty has 
been decidedly superior in capacity to the average European, 
and it must be conceded that, so far as nominal achievement goes, 
he has made out a fairly good case. This superiority he attrib- 
utes to superior heredity; indeed, “heredity is the master key of 
history”; and he proposes to substitute “the gametic interpreta- 
tion of history” for whatever other theories now hold the field. 
In a certain sense, therefore, royalty vindicates its own existence 
and is its own justification; for, inasmuch as history has been a 
process of natural selection, “in the long struggle for wealth and 
power, royalty is merely a name applied to those interrelated 
families that have succeeded in getting and keeping what most 
men want” (p. 273). 

The most obvious objection to Dr. Woods’ plan is not, as he 
seems to imply, the matter of the credibility of historical sources, 
but the fact that his method of measurement is of necessity too 
crude for accurate results. But it is not on the matter of method 
that the most serious question arises, for a method producing 
even loosely approximate results is better than mere generaliza- 
tion. Several of his conclusions will hardly commend themselves 
to those of his readers who take the sociological point of view. 
Tor instance, to attribute the character of a period to forces, 
whether individual or social, wholly within the period itself is 
to neglect the fact that all ages with a distinct character either 
of progress or decline have been fashioned largely by the ante- 
cedent period. Further, it is always a debatable question whether 
the exceptional individual is not himself largely formed by the 
influences of his time. In purposely neglecting the cultural fac- 
tors, also, Dr. Woods commits himself to an extreme form of 
the materialistic interpretation of history in which he will find 
few followers, for those factors are often the most potent ones in 
their influence both on economic and political conditions and on 
those very exceptional individuals to whom he attributes pre- 
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The method of the book is also admirable. It consists of two 
| ‘ts, the first called “industrial.” and the second “commercial” 


iphy. Though the terms are nowhere defined, the author 


clearly means by industrial ge: 


graphy the study of the causes 
of the localization of industries, and by commercial geography 
investigation of the conditions under which the regional in- 
rchange of commodities takes place. 
In the first part, the old problem of treatment by industries or 


hy countries is solved not by adopting a mixture of the two, as 


g 

has so often been the case, but by frankly accepting the former. 

The discussion of an industry 

1s a unit brings causes and results together in their explanatory re 

lation and makes the facts not only appeal to reason but also grip the 
emory. Such a conspectus of the world’s industries, when properly 


llustrated by charts and diagrams, should give a sound knowledg 


{ 


of the trade activities of each country, without sacrificing the no less 
valuable knowledge of the industries themselves. 


The discussion of the eighty or ninety industries treated is clear 
nd convincing and the numerous charts, diagrams, tables, and 
ips (though the latter are not always so clear as might be 
lesired) give the reader a real impression of the leading activities 

ind possibilities of separate regions. 

The second part, Commercial Geography, is by no means so 
nvineing. One hesitates to criticise it because on the whole it 


gets is that it 


~ 


is so thoroughly well done, yet the impression one 
is not commercial geography at all in any broad sense, but rather, 
in interesting study of cne phase of it, namely the study of 
‘ade routes. Of the sixteen chapters devoted to this part, no 
ss than ten are given to a regional study of land and ocean 
highways. The remaining six chapters deal with such semi 
detached topics as The Law of Trade, The World Highway; 
The Trade Center, and The Balance cf Trade. There seems to be 
lacking a clear purpose such as runs through the first part of 
the book. Instead of the discussion of the geographical bases 
f the regional movements of commodities, movements which are 
based on physiological, anthropological, economic, geographical, 
and many other factors, one is confronted with a discussion in 
which the chief emphasis is placed on the physical means of 
cetting commodities from place to place. In a certain sense 
industrial geography concerns itself with problems of supply; 
commercial geography, with problems of demand in relation to 
supply; and it should go far beyond the question of the means 
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him into the sacrifice of scientific accuracy to picturesqueness 
of statement. Here and there, also, misprints make it necessary 
to exercise a little caution in using the book. 
Lincotn Hutcuinson. 
University of California. 


The Origin of Property, and the Formation of the Village Com- 
munity. By Jan Sr. Lewinski. (London: Constable & 
Company, Ltd. 1913. Pp. xi, 71. 3s. 6d.) 

Despite the title, the really important discussions herein have 
to do rather with the growth of systems of property than with its 
origin. ‘The four chief factors in the problem are thus stated: 
the economic principle, the principle of numerical strength, the 
growth of population, and the relation of nature to human wants. 
With special reference to property in land, the author points out 
that it is erroneous to speak of common property among nomadic 
peoples, since, while every individual has a right to the free use 
of the soil, the commurity has no right to dispose of it. In 
general, property will be found to be individual “where the labor 
unit is an individual or family; it will be common when the labor 
unit is a collective group.” Similarly, regulations as to use of 
land will differ according to the labor necessary to prepare it 
for use. Modern reformers who are accustomed to point to primi- 
tive common ownership of land as a natural and universal con- 
dition will find little encouragement in the present book. Exactly 
the opposite condition is declared by the author to have been 
the original one. 

As a matter of fact, the village community is shown to have 
been a relatively late development and to have been only a passing 
phase of economic evolution. It characterizes that period which 
lies between a great growth of population and the time when agri- 
culture becomes intensive. Growth of population, indeed, is the 
chief dynamic agent in producing changes in the status of prop- 
erty in land. Contrary to the older view, the village community 
was a natural growth, and was not much affected by the factors of 
race, migration, imitation, or legislation. 

The author gives most attention to Russian conditions, but he 
also studies the German mark and the village communities of 
India, Java, and early England. Brief as this book is, being the 
outcome of lectures delivered at the London School of Economies, 
it is a valuable adjunct to the older works of Maine, Maurer, 
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EnscraBer, W. Die Entwicklung Darmstadts und seine Bodenpreise 
in den letzten 40 Jahren. (Leipzig: Deichert. 1913. 6.40 M. 


Fisu, C. R. The development of American nationality. (New York: 
{merican Book Co. 19138. Pp. xxxix, 535.) 

This is volume 2 of the Short History of the American People, 
the first volume of which was prepared by Professor E. B. Greene. 
It includes chapters on New Economic and Social Conditions, 1830 
to 1860; The Currency and the Tariff, 1880 to 1900; and Industrial 
and Social Change Ss. 


GANNETT, H., Garrison, C. L., and Houston, E. J. Commercial 
geography. Revised edition. (New York: American Book Co. 
1913. Pp. vi, 416, illus. $1.25.) 


Hart, A. B., editor. Social and economic forces in American history. 
New York: Harper. 1913. Pp. 523, map. $1.50.) 
Compiled from the twenty-seven volumes of The American 
Nation. 


HetrrericH, K. Deutschlands Volkswohlstand 1888-19138. (Berlin: 
Stilke. 1913. Pp. viii, 127. 1 M.) 


Hotcukiss, C. W. Representative cities of the United States, a 
yeographical and industrial reader. (Boston: Houghton Mifflin. 
1913. Pp. xi, 212, maps, illus.) 


Key, H. La vie économique de la Suéde. (Paris: Plon-Nourritt. 
1913.) 


Mauuet, M.-G. La politique financiére des Jacobins Paris: 
Rousseau. 1913. Pp. 449.) 


Manes, A. Der soziale Erdteil. Studienfahrt eines Nationalékonomen 


durch Australasien. (Berlin: Mittler. 913. Pp. 178, illus. 
3 M.) 


rin, A. G. Précis de sociologie nord-africaine. Part I. (Paris 
E. Leroux. 1913. 2.50 fr.) 


Mitvter, H. H. and Storms, C. H. SEconomic conditions in the 
Philippines. (Boston: Ginn. 1913. Pp. vi, 273. $1.75.) 

The Bureau of Education at Manila has issued this book for use 
in the fourth year of Philippine secondary schools. It is distinctly 
elementary, much more so than would be necessary in a book de- 
signed for the last year in American high schools. The authors 
have digested and used with discrimination the special literature 
which has accumulated relating to different industries in the Philip 
pines. They had the advantage, not only of personal knowledge 
of Philippine conditions, but of an economic census of the islands 

undertaken through the teachers in the public schools. The book 
betrays an intimate knowledge of local conditions which no mere 
library student could have attained. There are some useful maps 
and diagrams and an index. E. V. R. 
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Agriculture, Mining, Forestry, and Fisheries 
lhe New Agrarianism. By Cuartes W. Danutncer. (New 
York: G. P. Putnam’s Sons. 1913. Pp. lv, 248. $1.00.) 

Evil conditions which have been so much complained of in recent 
years are due, Mr. Dahlinger thinks, not to essential faults of 
government or our economic organization, but to unequal pro- 
gress as between agriculture on the one hand and industry and 
commerce on the other. 

The consolidation of manufacturing is not so harmful as people 
‘uppose; the consolidation is less general than they imagine; 
small-scale industry is not disappearing; opportunity is not being 
lestroyed. ‘The people do not bear in mind that whenever a 
radical change in the manner of manufacturing takes place a 
readjustment must be had of the forces which produce it.” The 
nitiative and referendum, as methods of dealing with public evils, 

not well serve their purpose; they have been used for vicious 

gislation and for measures so numerous that the people cannot 
understand them, as when Oregon voted on thirty-eight legisla 

ve measures at once, in 1912. 

Improvement in agricultural methods and organization (de 
cribed through several chapters with reference to the United 
States, Lreland, and Europe) is, in the author’s opinion, the means 
f allaying the popular discontent which arises fundamentally, 

thinks, from the increased cost of living. 

Mr. Dahlinger is clearly in error when he speaks (p. 41) of a 
“Grange party” formed in 1867; it is worse than questionable to 
say that Gustavus Adolphus defeated “Austria” (p. 159); and 
t least doubtful is the proposition (Pp. 43) that “no greater act 
of beneficence was ever done by man for man than _ the 
nactment of the Interstate Commerce Law.” One may be sur 
prised also to read (p. 118) that farming cannot be profitable in 
the United States, since by the census of 1910 the gross product 
of manufacturing was much greater than that of agriculture, 
with a much less valuation of property employed. It may b: 
difficult, again, to agree that the happiness of mankind would b: 
ccured, as we are told in conclusion, by the multiplication of 
agricultural societies like the German Bund der Landwirth 
numerous and powerful enough to secure the election in 1907 of 
every candidate for the Reichstag whom it approved, declaring 
its purpose to be legislation for the benefit of that one class 
limiting its membership to Christians, and effecting the enactment 
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phasizing still further the aforesaid tendencies. Kropotkin’s book 
s mainly a discussion of “the advantages which civilized societies 
could derive from a combination of industrial pursuits with inten- 
sive agriculture, and of brain work with manual work.”’ C.W. T. 


LeonnarD, R. Landwirtschaft, Landindustrie, Aktiengesellschaft. 
Tubingen: Mohr. 1913. Pp. 52. 1.50 M.) 


Levat, D. Les richesses minérales de Madagascar. (Paris: Dunod 
& Pinat. 1913. Pp. 360.) 


LicHTENFELT, H. Die Geschichte der Ernahrung. (Berlin: Reimer. 
i913. 9 M.) 

pe Marcitiac. Les syndicats agricoles. (Paris: Gabalda. 1913. 
Pp. 270. 2 fr.) 

Marks, T. E. The land and the commonwealth. (Londen: King. 
1913. 5s.) 


McCutitocn, W. Conservation of water. Addresses delivered in the 
Chester S. Lyman lecture series, 1912, before the senior class of 
the Sheffield Scientific School, Yale University. (New Haven: 
Yale University Press. 1913. Pp. x, 99. $2.) 

This course of lectures by an engineer before technical students 
naturally gives chief attention to the engineering rather than the 
economic aspects of the subject. Nevertheless, it is of interest 
to laymen as containing in brief compass an intelligible statement 
of the principles and methods involved in water storage projects 
and of the interrelation of the different uses which water may 
serve; also valuable as restating in effective form many of the 
familiar arguments for the conservation of water resources. The 
contents cover (1) an introductory chapter which is also a sum- 
mary, (2) basic data essential to a comprehensive study of water 
storage, (3) water power, (4) water storage for water supplies, 
sanitation and irrigation, (5) water resources of New York state. 
There are some excellent illustrations, besides diagrams and maps, 
but unfortunately no index. E. V. R. 


Mercier, W. B. and Savery, H. E. The Knapp method of growing 
cotton. (Garden City: Doubleday, Page. 1913. Pp. 208. $1.) 


Mvuetier, K. Die Frauenarbeit.in der Landwirtschaft. (M.-Glad- 
bach: Volksvereins-Verlag. 1913. 0.80 M.) 


PraANNENSCHMIDT, Die landwirtschaftlichen Produktionsverhilt- 


nsse Argentiniens. (Munich: Duncker & Humblot. 1913. 
2.40 M.) 
tector, F. L. Underground waters for commercial purposes. (New 


York: John Wiley & Sons. 1913. Pp. 98. $1.) 
‘ 
ticer, U. Das statistische Bureau des Internationalen Landwirt- 
schaftlichen Institutes. (Brunn: F. Irrgang. 1912. Pp. 34.) 
StamerR, M. Fischhandel und Fischindustrie. (Stuttgart: Enke. 
1913. Pp. viii, 868. 12 M.) 
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most important parts of the present volume are the reports on fur 
farming, the Ontario clay belt, and the forest reserves. BE. ¥. B. 


{ voice from the village. The labourer and the land. (London: 
Dent. 1913. Pp. 64. Is.) 


What farmers use in Minnesota, the Dakotas and Wisconsin. (Min 
neapolis: P. V. Collins Pub. Co. 1913. Pp. 303. $1.) 


Manufacturing Industries 
NEW BOOKS 


von per, Aa, K. Deutschlands Textilindustrie. (Leipzig: Teubner. 
1913. 4.50 M.) 


Birk, M. Kopra-Produktion und Kopra-Handel. Probleme der Welt- 
wirtschaft, 15. (Jena: Fischer. 1913. 6 M.) 


Duran, L. Raw silk, a practical hand-book for the buyer. (New 
York: Silk Pub. Co. 1913. Pp. 192. $2.50.) 


Hvuesener, E. Die deutsche FEisenindustrie, ihre Grundlaqen, ihre 
Organisation und ihre Politik. Handelshochschulbibliothek, 14. 
Leipzig: Gloeckner. 1913. Pp. 226. 5.60 M.) 

Kinpt, F. H. The rolling mill industry; a condensed, general de- 
scription of iron and steel rolling mills and their products. (Cleve- 
land: Penton Pub. Co. 1913. Pp. iv, 76. $2.) 

Kraus, H. Die deutsche Oelmuellerei. Technisch-volkswirtschaft- 
liche Monographien, 13. (Leipzig: Klinkhardt. 1918. Pp. 228. 
1.50 M.) 


W. Die deutsche Ndhmaschinen-Industrie. (Munich: 
Duncker & Humblot. 1913. Pp. vi, 333. 8 M.) 

Link, A. Die Lederindustrie. Ueber der Standort der Industrien, 3. 
Tiibingen: Mohr. 1913. Pp. iii. 97. 3M.) 

Lroyp, G. I. H. The cutlery trades. An historical study in the 
economics of small-scale production. (University of Toronto: G. 
I. H. Llovd. 1918. Illus. 12s. 6d.) 

To be reviewed. 

Mapetunea, E. Die Entwicklung der deutschen Portland-Zement- 
Industrie. (Munich: Duncker & Humblot. 1918. Pp. iii, 99. 
2.50 M.) 

Norton, T. H. Die chemische Industrie in Belgien, Holland, Nor- 
wegen und Schweden. (Braunschweig: F. Vieweg & Sohn. 1913. 
M.) 

Perrick, A. Die Lufstickstoffindustrie in ihrer volkswirtschaftlichen 
Bedeutung. (Leipzig: Klinkhardt. 19138. Pp. v, 140. 5 M.) 
Struckart, C. Die Baumwolle. (Leipzig: Voigt. 1914. Pp. vii, 

59. 3M.) 

Statistics of the American and foreiqn iron trades for 1912. (Phila- 

delphia: American Iron and Steel Institute. 1918. Pp. 160. $5.) 
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Interstate Commerce Commission and of the courts. The ap- 
pendices contain a directory of territorial and technical traftic 
terms and abbreviations, and give in semi-tabular form the appli- 
cation of state classifications and the interterritorial application 
of intrastate classifications. 


Routing Freight Shipments considers briefly the object and im- 
portance of routing shipments in such manner as to secure the 
most economical, expediticus, and satisfactory service. The im 
portance of knowing the character and number of the transfer 
points through which a shipment will pass, as a guide in routing 
shipments to a destination, is probably the salient feature. 


Reducing Freight Charges to a Minimum discusses the methods 
»f packing goods in order to secure the safety of the article, the 
lowest classification, and a minimum of dead or tare weight (ch. 
1); the description and classifying of freight in such manner as 
to take all proper advantage of the iis of exceptions to the classi- 
fication (ch. 2); weights and th ‘ation to freight charges, 
(showing how the actual weight of the car used may be less or 
greater than the stenciled weight), what foreign matter may be 
contained in the car, the necessity of anticipating shipments in 
order to secure cars of the proper capacity, the necessity for 
making the proper allowance for dunnage and for preservatives 
shipped with perishable goods (ch. 3); and miscellaneous means of 
reducing freight charges (ch. 4). 


Freight Claims is a discussion of the method to be pursued in 
securing the payment of claims against carriers which arise in 
connection with the handling of freight; cases of total loss of 
shipment; partial loss; damage to a shipment; overcharges ; show- 
ing in each case (a) by whom the claim must be presented, (b) 
documents that must be filed in support of the claim, (c) certain 
guides to determine the amount of the claim. 


Henry 


NEW BOOKS 

Auten, E. A. Our canal in Panama. (Cincinnati: U. S. Pub. Co. 
1913. Pp. 482, illus. $1.50.) 

Braptey, G. D. The story of the pony express; an account of the 
most remarkable mail service in existence, and its place in history. 
(Chicago: McClurg. 1913. Pp. 175. 75c.) 

Decomsie, C. Les chemins de fer transpyrénéens: leur historie diplo- 
matique, leur avenir économique. (Paris: Pedone. 1913.) 
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Saxoutsk1, A. M. American railroad economics. (New York: Mac 
millan. 1913. Pp. 295. $1.25.) 

To be reviewed. 

Sue_ton, W. A. Railway traffic maps. (Chicago: La Salle Exten- 
sion University. 1913.) 

A serviceable contribution to the detailed and technical analysis 
of freight rates in the United States: not, however, a volume to be 
placed in the hands of the uninitiated. The first impression gained 
from the sixteen maps is that of almost undecipherable complexity. 
Without a finding list or explanatory text, it would appear as if 
“confusion worse confounded” prevailed in this field of American 
freight rate making. Such being the case, it is doubtful if the 
volume can be made to serve the interests of academic instruction 
It is designed rather for the chief of a railroad or state commission 
traffic bureau, and for this purpose it is, perhaps, unfortunate that 
the maps should not have been more substantially mounted and 
bound. They surely would not withstand much service in a railway 
freight office. Nevertheless, the convenience of having this material 
in compact form within one set of covers, cannot fail to be greatly 
ippreciated by students of transportation. The amount of patient 
labor required for the compilation of such a series of maps can 
onlv be appreciated by those who have attempted work in that 
field. W. Z. R. 

Stren. W. history of London and North Western Railway 

London: Railway and Travel Monthly. 1913. Pp. 514, illus 

7s. 6d.) 


pe P. L. Oecuwres d’Emile et Isaac Péreire rassemblées 
et commentées. (Paris: Alean. 1913.) 

Werssenpacn. P. Das Eisenbahnwesen der Schweiz. I. Die Ges 
chichte des Eisenbahnwesens. (Zurich: Fiissli. 1913. Pp. vi. 264. 
§ fr.) 


Comparative express and parcel post manual. (Boston: 
press Audit Co. 1913. Pp. 224. $2.50.) 


The railway terminal problem of Chicago. (Chicago: City Club. 
1918. Pp. ix, 98.) 

Lohnstatistik des Personals der Osterreichischen Staatseisenbahnver 
waltung nach dem Stande vom 31. 12. 1912. Four volumes. 
(Vienna: Hof- u. Staatsdruckerei. 19138. Pp. iii, 251; 927; 843; 
293. 16 M.) 


Trade, Commerce, and Commercial Crises 
Markets for the People. The Consumer’s Part. By J. W. Sut- 
Livan. (New York: The Macmillan Company. 1913. Po. 
viii, 316. $1.35.) 
This is a timely and informing book on a subject, of durable 
importance, that has been strangely neglected alike by professors 
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the great cities.” According to the author, one third of all food 
stuffs sold in Paris is handled by pusheart and open-market 
vendors, despite the existence of the great Central Halls and of a 
score of district market halls. Open-air and street markets of 
the medieval type still persist in London. “Working-class Lon- 
don, and much of middle-class London, buy the bulk of their 
perishable necessaries from ambulant pushcart vendors or at open 
air markets. The system is at once the most ancient and the most 
modern.” Mr. Sullivan contends that open-air markets flourish in 
the suburbs of Berlin, and that the substitution, in Berlin proper, 


of district market halls for the old weekly out-of-door markets 


has proved a mistaken and unprofitable policy. 

He controverts the notion that municipal markets “pay,” in 
a commercial sense, either in Europe or in this country. His 
figures under this head, and his criticisms of the ambitious and 
costly schemes for providing New York with district market halls 
ire highly significant and cannot be ignored. 

Mr. Sullivan’s demand that pushcart vendors be granted free 
use of the streets and open places in New York will doubtless 
arouse opposition in many quarters; but it seems to me that the 
plan he proposes is eminently worthy of a fair trial. 

The value of this book would be much enhanced by an index. 

Epwarp M. Hartwe 


The Trade of the World. By James Davenrort WHetptey. 
(New York: The Century Co. 1913. Pp. 436. $2.00.) 

After a general chapter on Trade Strategy, the author sketches 
in broad lines the commercial situation of thirteen selected coun 
tries or geographical units. The strength of Great Britain he 
attributes to her past supremacy, maintained by extensive settle 
ment and investment abroad, but endangered by the organized 
attack of Germany through coéperation of the government, the 
banks, and the manufacturers. 

The work records in a highly interesting way the impressions 
and conclusions of a far-traveled close observer of economic and 
political conditions. It is profusely illustrated by views of stock 
exchanges, ports and shipping, street scenes, and farming activity. 
The statistics also are illustrative of the author’s generalizations 

rather than the bases of his conclusions. Full or final treat- 
ment of the subject is disclaimed in the preface; and the an- 
nounced purpose of coérdinating commercial factors with a 
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factured goods, where commercial rivalry is intense. “Big 
Business” is hailed as the pathfinder of foreign trade. It is main 
tained that trade now follows investment—not the flag. The 
commercial policy and the diplomatic service of Germany art 
held up as models. ‘The work of American consuls, while excel 
lent, is, in the judgment of the author, marred by lack of co 
operation between the government departments and with the 
business interests, by the inelasticity of the tariff, and by the ab 
sence of a definite commercial policy on the part of the United 
States. ‘The author repeatedly criticises the denunciation of the 
Russian treaty, to which he erroneously ascribes the exemption 
from duty of certain agricultural machinery (p. 335). 
Frank R. Rurrer. 
Washington, D. C. 


Buyers and Sellers im the Cotton Trade. By H. B. Heyury. 
(London: Charles Griffin & Co., Ltd.; Philadelphia: J. B. 
Lippincott Co. 1913. Pp. viii, 234. $3.00.) 

The long-neglected but all-important subject of market organi 
zation is now receiving more and more attention. The chief merit 
of the book under review lies in its contribution to our knowledge 
of the methods of carrying on the English cotton goods trade and 

t the problems involved therein. It is not scholarly in depth of 

research, nor written in a coherent style; and, although not large, 

its size could have been lessened without seriously detracting 
from its value. 

A brief chronology of the growth of the cotton manufacturing 
industry in Great Britain, with numerous quotations from Ure, 
is given. ‘This is supplemented by 47 pages of statistics, mainly 
for the foreign trade of Great Britain in individual years. Many 
of these statistics are so readily available in official reports that 
it hardly seems worth while to reproduce them in such detail with 
out averages or critical analysis. In a later chapter an attempt 
is made to show the growth of the British export trade in cotton 
manufactures by periods. In doing this the author laboriously 
sought to overcome the defects inherent in the statistics, but with 
little success. Because of changing prices a comparison of total 
values was considered inconclusive. The quantity figures for 
pounds of yarn and yards of cloth were likewise rejected because 
of the uncertain variations from year to year in the proportions 
of the several kinds of yarn and grades of goods. For reducing 
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rather than in Liverpool are stated. Numerous examples of trad 
ing methods and terms are given. And some of the questionable 
and vicious practices which have crept into the Lancashire trade 
are discussed. Among the remedies for the latter, arbitration 
and uniform contracts are to be noted, because of the fact that 
in America in the cotton goods trade and also in other trades it 
has been found desirable to adopt such mutually protective meas 
ures. In spite of its shortcomings the book should be of interest 
to business men, and the collection of these facts about the Eng 
lish cotton goods trade, however fragmentary, will be of assistance 
to students of commercial organization. 
Metvin T. Copeianp. 
Harvard University. 


Les Crises Périodiques de Surproduction. Vol. I. Les Variations 
Périodiques des Prix et des Revenus. Les Théories Domi 
nantes. Vol. Il. Les Mouvements Périodiques de la Produc 
tion. Essai d’une Théorie. By ArtTawion. (Paris: 
Marcel Riviére et Cie. 1913. Pp. xii, 324; 418. 16 fr.) 

In 1909 Professor Aftalion, of Lille, published an ingenious 

Essai @une Théorie des Crises Générales et Périodiques, in which 

he sought to show that the laws of marginal utility afford a secure 

basis for the once discredited overproduction theory of crises. 

Gide and Lescure discussed the essay with interest, but did not 

accept its conclusions. Nothing daunted, Aftalion resumed his 

investigations and now issues this two-volume treatise upon busi 

ness cycles. It presents much the same view as the essay of 1909, 

elaborated in detail, and supported by a large amount of sta 

tistical evidence. The gist of M. Aftalion’s theory is as follows: 
The prosperous phase of a business cycle is ushered in by a 
rise of the price level which promises higher profits to producers. 

Their efforts to take advantage of the favorable market lead on 

the one hand to active bidding for labor, loans, and materials, and 

on the other hand to an increase of orders for new industrial 
equipment. The increase of money incomes, produced by high 
profits, high interest rates, high wages, and active employment, 
accelerates the expansion of consumers’ demand. But, when once 
the existing equipment has all been brought into active service 
it becomes difficult to increase further the current supply of con 
sumers’ goods. The industries which make industrial equipment 
are working at high speed, but it takes them a year or more to 
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Of this idea previous writers have made effective use—for ex- 
imple, Spiethoff in Germany and Hull in America. But Aftalion 
has not only developed the consequences of the roundabout method 
of production more systematically than his predecessors, but he 
has also made a more thorough investigation into the time when 
new industrial equipment is ordered and the time when it is de 
livered ready for use (book VI). One point, however, he has not 
cleared up. The industries which produce producers’ goods them 
selves use industrial equipment not less expensive than that used 
by the industries which produce consumers’ goods. If the latter 
cannot afford to let their equipment stand idle during depression, 
how can the former afford it? Here is an exception to one of 
M. Aftalion’s basic ideas which surely requires attention at his 
hands. 

The second leading idea is more original and more doubtful. 
It is the idea that the laws of marginal utility justify the theory 
of general overproduction. ‘The fall of prices which terminates 
prosperity is held to result from a decline in the marginal utility 
of consumers’ goods when the current supply is largely increased. 
Now, granting that there is a general decline in these marginal 
utilities, it does not necessarily follow that the price level will 
fall. To maintain this thesis, M. Aftalion should show that on 
the average the marginal utility of money declines less rapidly 
than do the marginal utilities of consumers’ goods. That task 
might not be easy in view of the facts that money incomes in- 
crease rapidly during prosperity, and that M. Aftalion is deal- 
ing, not with any single commodity, but with the whole class of 
consumers’ goods. Moreover, he points out that money rises in 
estimation when incomes fall after a crisis. Whatever he might 
make of this problem, certainly M. Aftalion has not faced it 
squarely. (See for example vol. II, p. 292.) 

M. Aftalion’s idea is also open to a statistical objection. If 
ie upward course of prices is really checked by the diminishing 
utilities of consumers’ goods, then consumers’ goods must be the 
first class of commodities to fall before a crisis. M. Aftalion 
betrays an uneasy feeling that the available data may not justify 
this corollary (vol. II, pp. 185, 202). I have had occasion to 
seek definite evidence upon this issue, and what I have found is 
all against his theory. For example, the monthly price records 
of 1907 indicate that in America the prices of consumers’ goods 


began to decline later than the prices of producers’ goods; and 
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Hawrtrey, R. G. Good and bad trade. An inquiry into the causes 
of trade fluctuations. (London: Constable. 1913. Pp. 288. 6s.) 


Hicks, De F. The progress of Canada in diagram, and reprint of an 
article on our growing trade with Canada. (New York: F. E. 
Fitch. 1913. Pp. 24.) 


Jackson, C. C., assisted by A. C. Cook. Siz industrial crises. (Bos- 
ton: Geo. H. Ellis Co. 1913, Pp. 23, 11 charts.) 

I am not sure that I understand Mr. Jackson’s exposition of 
the causes which produce business crises, and therefore present what 
appears to be his own summary: “.. . it is clear that, because 
of the constitution of human nature, excessive construction at each 
of these periods, has been the chief cause of a derangement of 
business and of an increase of business failures, by first causing 
an excessive scarcity of consumable commodities, and an excessive 
rise in the prices of them, and an excessive exhaustion of the 
purchasing power of the community” (p. 18). 

The chief feature of the pamphlet, however, is an interesting 
series of charts designed to show that 1913 is a year of crisis. 
Toward the close of 1912 and in the spring of 1913 there occurred 
a marked increase in the consumption of iron, in commodity prices, 
in bank loans, in discount rates, and in bond yields, and a marked 
decline in bank reserves and in stock prices. In six preceding 
American crises, Mr. Jackson finds that the same phenomena have 
occurred nearly or quite simultaneously. Hence we are to have, 
or are having, a crisis. As this prediction has been justified by the 
event, Mr. Jackson deserves credit as a business forecaster, for his 
pamphlet was issued last June. W. C. Mircnecy. 


Nogaro, B. and Ovauip, W. L’évolution du commerce, du crédit et 
des transports depuis cent cinquante ans. (Paris: Alean. 19138. 
Pp. 444. 5 fr.) 

To be reviewed. 

Ravers, F. Bremer Handelsgeschichte im 19. Jahrhundert. (Bre- 

men: Leuwer. 1918. Pp. 126.) 


Scuotz, O. and Voat, K. Handbuch fiir den Verkehr mit Japan. 
(Berlin: Heymann. 1913. Pp. viii, 550. 20 M.) 

Van Metre, T. W. An outline of the development of the internal 
commerce of the United States, 1789-1900. (Baltimore: Williams 
& Wilkins. 1913. Pp. 30.) 

Zusun, R. Die Handelsbeziehungen Italiens vornehmlich cu den 
Mittelmeerlandern. Probleme der Weltwirtschaft, 16. (Jena: 
Fischer. 1913. Pp. xii, 415. 18 M.) 


Hull as a coal port. (London: H. E. C, Newman. 1913. 2s. 6d.) 


Congrés national pour la défense et le développement du commerce 
eatérieur. (Paris: Librairies-Imprimeries Réunies. 1913.) 
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quently save from 6 to 12 per cent a year on purchases. The lack of 
capital of many retailers and the difficulties in the way of borrowing at 
banks, exclude them from this opportunity. 


In this paragraph Professor Hagerty puts his finger on one of 
the sorest points in the struggle between the large-scale retailer 
and his small competitor. 

Again, on pages 61 to 65, when Professor Hagerty gives us a 
very brief summary of the replies received from five hundred let- 
ters sent out, covering questions as to rates of discount, one 
cannot help wishing to know more about the character of the 
information which these replies contained. An investigation of 
this kind carried on either by letter or in person, with the results 
properly classified and divided, might be of great value, both as an 
economic study and as a contribution to the business man’s know- 
ledge of business. 

In another place Professor Hagerty touches on the question of 
“dating” bills, by manufacturers and jobbers, but he does not de- 
velop—what has now come to be an important feature of this sub- 
ject—the use of this device by manufacturers for the leveling of 
production peaks. 

In his discussion of the relation of the mercantile credit system 
to the system of distribution, Professor Hagerty falls into the very 
common error of reasoning about the distribution system as if it 
were a mechanism of comparative simplicity. The five steps which 
he mentions in a number of places (for instance, pages 54 and 
212) need some qualification which might modify his reasoning 
about them. Furthermore, he seems a little hasty in his anxiety 
to eliminate middlemen when he speaks (page 23) of the disap- 
pearance of the commission house in the textile trade as if it were 
an accomplished thing. 

Part II of the book contains a summary of legislation on sub- 
jects related to mercantile credit. The federal bankruptcy acts 
of 1800, 1841, 1867, and 1898, are described, and an account is 
given of the conditions under which these laws were enacted. 
There is also a brief summary of state insolvency legislation, and 
there is a final chapter which gives a digest of state laws regulating 
the sale of goods in bulk. These laws, of which he says there were 
thirty-nine in effect in 1910, were all passed between 1900 arid 
1910 except the laws in Louisiana, Oregon, and Minnesota. 

Paut T. Cuerinerton, 
Harvard University. 
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There is a good index. As an introduction to the study of busi- 
ness organization and management this book can be favorably 
recommended to students. 


The first part of Professor Galloway’s book is a reproduction 
of his earlier work entitled Business Organization. With the ex- 
ception of two chapters the second part is entirely new. 

In part I the author surveys the economic structure of society, 
traces the “lines of development which have influenced the or- 
ganization of modern business,” explains the organization of 
markets and exchanges, and sets forth the nature of export busi- 
ness and the functions of the consular system. Then follows a 
detailed study of organization in manufacturing industries, in 
which he describes with clearness the elements “predetermining 
the success or failure of an enterprise,” the departmental divisions 
and functions, the interdepartmental relations, and office systems. 

Part II, Business Management, begins with a consideration of 
the general principles of management. By management the author 
means the direction of “forces or energy toward the fulfillment of 
a purpose”—the bringing of “the forces of capital, of labor and 
of land together in just those proportions and with such effective- 
ness that the highest profits will result from their combined 
efforts.” In the chapters on Management Units and Types of 
Management he points out the necessity for a division into various 
“managerial units,” the relation of these to the general manager, 
and the merits and defects of the different types of management. 
This is followed by an explanation of modern aids in management, 
standardization as applied to equipment and wages, and the 
methods of securing greater labor efficiency. The final chapters 
deal with the sources of administrative information, ways of 
effecting savings in time and materials, and office methods. 

The separation of the volume into two parts involves some repe- 
tition of topics, but the treatment is from different points of. 
view. It may, however, be doubted whether this separation really 
adds to clearness of presentation. With the exception of the 
more or less irrelevant chapters on markets, the exchange, export 
business, and the consular service, the author has chosen to re- 
strict his analysis of organization and management to manufac- 
turing concerns; and has further restricted his discussion by 
omitting adequate treatment of commercial aspects, such as buy- 
ing, selling, advertising, credits, and collections. The proper di- 


F 


152 Rooks March 


rection is important to the ultimate 
success the “conservation of energy and 
the cor production” within the factory. 
This sug comprehensive. 

Cons f factory organization and man- 
agement yntribution to the literature on 
his sul logue of maxims, but a logical 
present ive influenced the adoption and 
use of } The text is clearly and force- 
fully wr numerous apt illustrations and 
examp! have made it still more useful. 


A. Rawtes. 


ALTMAII pondence and postal information. 
Revise facmillan. 1913. Pp. 14, 253. 70c.) 
BERNAR 1 problems of real estate valua- 
tion. pT s fired as of April 1, 1913. 
Saltir ‘canty Co. 1913. Pp. 150, illus.) 
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BUTLER Kennepy, P. B. Selling, credit 
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York: A t 1918. Pp. xxi, 550.) 
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The work is written in an interesting style, is largely descriptive 
and informational rather than theoretical and argumentative and, for 
the well-informed student of transportation, contains but little that 
is new. Considering, however, the function which the book is 
expected to perform, and the special audience which it is designed 
to reach, it is worthy of a good deal of commendation. A. L. Bisnop. 

Davis, E. D. Grain value tables. (Minneapolis: E. D. Davis. 1913. 
Pp. 255. $1.25.) Formerly published under the title of Tables for 
Wheat and Other Grain. 


Dean, S. Shop and foundry management. (New York: Iron Age. 
1913. Pp. 220. $2.50.) 


Ecker, A. Kreditprobleme des kaufmannischen Mittelstandes. 
(Essen-Ruhr: Verlag des Verbandes kath. kaufm. Vereinigungen 
Deutschlands. 19138. 1 M.) 


Farrer, F, E. The law relating to prospectuses. (London: Effing- 
ham Wilson. 1913. 8s.) 


Fayant, F. H. compiler. Short sales and manipulation of securities. 
(New York: F. H. Fayant, 60 Broadway. Pp. 67. $1.) 


Gattoway, L. and Hotcnukiss, G. B. Advertising and correspondence. 
Modern business, vol. IV. (New York: Alexander Hamilton Insti- 
tute. 1913. Pp. xxi, 606. $2.50.) 

In part I of this work, after a brief history of advertising, there 
is an excellent treatment of the psychology of advertising, technique, 
and the principles upon which to construct an advertisement; then 
follows a discriminating discussion of advertising mediums, supple 
mentary aids, the retailer’s advertising problems, the prevention of 
waste and the methods and functions of the advertising manager and 
the agency. In part II the art of business correspondence is elab 
orated and exemplified with discernment and precision. Business 
men will find this volume full of helpful suggestions. Ww. By ae 


Gantt, H. L. Work, wages, and profits. Second edition, revised 
and enlarged. (New York: Engg. Mag. Co. 19138. Pp. 312. $2.) 


Gorre, W. T. Problems in retail selling, analyzed. (Racine, Wis.: 
Western Prg. Co. 1913. Pp. 119. $2.) 


Hayes, H. V. Public utilities, their cost new and depreciation. (New 
York: Van Nostrand. 1913. Pp. 262. $2.) 
To be reviewed. 

Hotuwnewortn, H. L. Advertising and selling; principles of appeal 
and response. (New York: Appleton. 1913. Pp. 12, 313. $2.) 
Kimpatt, D. S. Principles of industrial organization. (New York: 

McGraw-Hill. 1913. Pp. xiv, 272. $2.50.) 
To be reviewed. 
Mappen, J. T. Fiduciary accounting. (Brooklyn: W. G. Hewitt 
Press, 1913. Pp. 115. $3.) 
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Witpman, J. R. Principles of accounting. (Brooklyn: W. C. Hewitt 
Press. 1913. Pp. 354. $5.) 


nlans. (New York: Banker’s Pub. Co. 1913. Pp. 
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Short term securities, with the important feature of each issue arranged 
for convenient reference. Third edition. (New York: Guaranty 
Trust Co. 1913. Pp. xv, 92.) 


Capital and Capitalistic Organization 
Express Trusts under the Common Law. By Atrrep D. Cuanp- 
LER. (Boston: Little, Brown and Company. 1912. Pp. 35. 
$1.25.) 
This title is given to two papers submitted by Mr. Chandler to 
the Tax Commissioner of Massachusetts conducting an investiga- 
tion under chapter 55 of the Resolves of 1911 requiring a report 


on “Voluntary Associations.” 


The first paper was dated Novem- 
ber 20, the second, December 6, 1911. The Tax Commissioner, 
upon January 17, 1912, made his report (House Document, No. 
1646) recommending the passage of five acts of which the legis 
lature enacted but one (Laws 1912, ch. 595) authorizing realty 
corporations. In lieu of the other four bills the legislature adopt- 
ed a further resolve (ch. 113, May 21, 1912) providing for a 
second investigation. The scope of this resolve seems to have been 
studiously circumscribed, for it was to concern only holdings of 
stocks of so-called public service corporations as distinguished 
from ordinary business or industrial enterprises. The commission, 
under this second resolve, held public hearings at which again Mr. 
Chandler appeared (October 24, November 21, 1912) and made 
extended arguments. These later expositions of the law concern- 
ing express trusts are so illuminating and interesting that it is to 
be hoped that they may be included in a subsequent and compre- 
hensive treatise which, by his long experience and his intimate 
knowledge of this particular branch of the law, Mr. Chandler is 
specially qualified to produce. The second commission submitted 
its report (House No. 1788), upon January 4, 1913, recommend- 
ing five bills of which the legislature accepted more or less com- 
pletely four as to matters of detail concerning particularly 
voluntary association holdings of stock in public service corpora- 
tions (chs. 454, 499, 509, and 596), but rejected the fifth, which 
was intended to limit the amount of such holdings. 

Having thus modified the proposals of legislation in Massachu- 
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mote sound administration; they stimulate mercantile intercourse; and 
they secure a higher standard of efficiency through active Trustees 
than is generally attained through the usual perfunctory, often irre- 
sponsible, dummy corporate directors who fail to direct, and who, 
when called to account in court, are admonished that the high criterion 
of a trusteeship should be their canon of conduct, rather than that of 
a shifty directorate. 

If Mr. Chandler is correct (which we do not now question) in 
this estimate of the superior advantages of group organization 
under the trust form, then upon these grounds alone he is justified 
in his strong and continued advocacy for its general adoption. 
But, going further, he indicates other reasons fer preferring the 
trust. Among these are the constitutional protection of the 
Trustees as citizens in the fullest sense, which corporations are not, 
and immunity from unequal taxation (Gleason v. McKay, 154 
Mass. 419), from the federal corporation tax (Eliot v. Freeman, 
220 U. S. 178) and from prurient curiosity. ‘The Trustee also 
may be freed from personal liability for any obligation which by 
express agreement is to be payable exclusively from the Trust 
Estate (Bank of Topeka v. Eaton, 100 Fed. 8; 107 Fed. 1003). 
When the estate and the exclusive power to incur obligations are 
properly vested in the Trustees the beneficiaries also are free from 
personal liability for the contracts of the Trustees. 

The Express Trusts, says Mr. Chandler, put the legal estate 
entirely in one or more Trustees, who are not agents but principals, 
having the full title and control, while others have a beneficial 
interest in and out of the same, but are neither partners nor agents. 
This is the view now taken by the supreme judicial court of 
Massachusetts, as indicated in the recent case of Ashley v. Wink- 
ley (209 Mass. 509) in accord with the notable English case of 
Smith v. Anderson (15 E. L. R. Ch. D. 247), though in several 
earlier cases the Massachusetts court had seemed inclined to in 
clude these Trusts with associations of very different class, under 
the head of partnerships (Phillips v. Blatchford, 187 Mass. 510). 

Voluntary Associations have come before the courts recently in 
Illinois (Venner v. Chicago City Ry., 101 N. E. 949) and in New 
York, where they have been regarded either as quasi-corporations 
(Hibbs v. Brown, 190 N. Y. 167) or as partnerships (Matter of 
Wilmer, 153 App. Div. 804-806; Spraker v. Platt, 158 App. Div. 
377). 

But however such voluntary associations are to be regarded as 
to their legal characteristics, their practical utility has been vin- 
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rates on American manufactures, which the tramp cannot carry. 

There are such agreements among carriers iz all routes over 
which regular lines run. The lines are the package freight 
services of the sea—like merchandise cars of L.C.L. freight on the 
railroads. Regular lines run only between countries which have, 
in at least one direction, an exchange of such less-than-cargo 
shipments. As tramp steamers have no inland organization for 
collecting consolidated cargoes, these package shipments can be 
carried only by the regular liners which, being limited in number, 
combine in rates. 

When this stage of regular exchange of manufactures is 
reached, there are the same advantages in ocean rate combinations 
as on the railroads. All merchants have non-discriminatory rates, 
fixed for long periods ahead. The carrier earns a living and can 
build such ships and give such service as only prosperity makes 
possible. An element of stability is injected into the foreign trade. 

Monopoly seems to call for regulation. But in these ocean 
trades the present competition of routes and markets is very 
strong, and there is a great number of unrelated companies who 
are ready to establish lines in any trade whose rates have been 
put up to make it particularly profitable. This will long protect 
the shippers against extortion. 

The author unfortunately could not read the 1913 House 
Hearings on the So-called Shipping Trust, which were not out 
until after his work was published. He ought, however, to have 
used the writings of Himer, the successor of Thiess as advertising 
manager of the Hamburg-American Line. Our 1913 Hearings, 
the Report of the Commissioner of Corporations on Transporta- 
tion by Water, the English 1907 Investigation of Shipping Rings 
and the writings of Thiess, Himer, and Wiedenfeld in Germany, 
are the main sources in this new field. 


J. CLAPP. 
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Wuirte, F. and GotpmMark, G. White and Goldmark on non-stock cor- 
porations. (New York: Baker, Voorhis. 1913. Pp. vii, 725. 
$5.50.) 

Digest of the general corporation laws of the state of Delaware, 1913. 
(Wilmington: Corporation Co. of Delaware. 1913. Pp. 35.) 

Illinois public utility commission law and municipal ownership law. 

Chicago: W. J. Norton. 1913. Pp. 200. $2.) 


Labor and Labor Organizations 


The Government of American Trade Unions. By 'THrovore W. 
Guiocker. (Baltimore: The Johns Hopkins Press. 1913. 
Pp. 228.) 

Jurisdictional Disputes Resulting from Structural Differences in 
American Trade Unions. By Sotomon Bium. (Berkeley: 
University of California Press. 1913. Pp. 38.) 

The Amalgamated Wood Workers’ International Union of 
America, By Freperick Suirr (Madison, Wis. : 
The University of Wisconsin. 1912. Pp. 211. $.40.) 

These three volumes are studies in industrial democracy. They 
will prove helpful to the student of labor problems primarily be- 
cause the authors have looked upon trade unions as experiments 
in government. A study of trade union methods and policies may 
throw considerable light upon present-day political problems ; for, 
whenever conditions are similar, the trade union is likely to set in 
motion machinery which resembles that in operation in the state. 
The most important sources of information have been the valuable 
‘ollections of trade union publications at the Johns Hopkins Uni- 
versity and the University of Wisconsin. Each author has also 
consulted documentary material at the administrative offices of 
the trade unions. A clearer understanding of present industrial 
conditions has been gained by many personal conferences with 
union officials in the various cities. 

The Government of American Trade Unions is the result of 
several years’ thoughtful research. The material has been wisely 
selected and is satisfactorily arranged. Starting with a descrip 
tion of the shop meeting, the original unit of government, Dr. 
Glocker shows how other units of government—the local union, 
the district, the state, national and international associations 
have gradually supplanted the original unit until today the shop 
is a comparatively unimportant fector in shaping the policy of 
the union. Among some unions the shop meetings are being dis- 
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ernment because “the professional representatives betray the in- 
terests of the laborers and become tools of the capitalist class.” 


Jurisdictional Disputes is a brief, concise statement of conditions 
which oftentimes seriously cripple important trade unions. Struc- 
tural differences in the unions, due to differences in the industries 
themselves, are responsible for most of these unfortunate con- 
flicts. ‘These disputes center about the industrial form of or- 
ganization which brings into one union not only all sub-divisions 
of the trade, but all the trades identified with an industry. Thus, 

brewery workers union, seeking to include in its membership 
all men working in or about the brewery, inevitably steps upon 
the toes of the unions representing the other trades, i.e., the 
engineers, the firemen, the teamsters, the painters, etc. Besides 
the costly battles which the United Brewery Workmen has had to 
fight in order to maintain its industrial union, many prolonged 
disputes, characterized in some cases by extreme bitterness, have 
troubled the Carpenters, the Wood Workers and the Furniture 
Workers, the United Mine Workers and the Coal Hoisting Engi- 
neers, the T'ypographical Union and the Machinists, the Long- 
shoremen and the Seamen. It is interesting to note that with the 
one exception of the dispute between the Longshoremen and the 
Seamen—a singular example of two industrial unions fighting 
each other—the conflicts have all been between the industrial 
union on the one side and the trade union on the other. In view 
of the persistent recurrence of these disrupting conflicts, the im- 
portant question in the minds of union officials and the leaders 
of the American Federation of Labor is whether the trade union 
can be made flexible enough to harmonize the old and the new 
types; or “whether the industrial form will develop on the ruins 
of the craft union and the federation.” There is an unmistakable 
movement toward the industrial form, accelerated, no doubt, by 
the growing socialist faction which is fond of denouncing trade 
autonomy as “the application to the labor movement of the out- 
worn principle of individualism,” It is to be hoped that the 
writer, having made a creditable beginning, will later give us a 
more intensive study of this important subject. 

The Amalgamated Wood Workers’ International Union of 
America furnishes a gcod, practical illustration of many general 
principles which the other two monographs have developed. In 
the first place, we are permitted to see how this union, like so 
many other labor organizations, has gradually shifted the con- 
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, study of conditions in a segregated industrial community, but 
. community which nevertheless resembles other foreign communi- 
ties in Chicago and in other large cities of the country. What is 
said of the lack of preparation for industrial life, of the effects 
of too early employment on the health, morals, and industrial 
future of the girl workers, and of the attitude of the immigrant 
parents to child labor is in large measure true in our large 
foreign colonies wherever they are found. It is encouraging that 
some of the remedies proposed by Miss Montgomery, such as the 
establishment of pre-vocational classes in the elementary schools 
ind of a vocational supervision and employment office in the 
central offices of the board of education, are already in progress 


in Chicago. 


In preparing an account of trade unionism among women in the 
largest city of the Pacific coast while the early organizers are 
still living and fugitive historical materials are still available, Dr. 
Matthews has set an admirable example for other students. Her 
study is a comprehensive one that deals with the methods and 
circumstances of the women’s organizations in fifteen different 
trades, and presents an analysis of the relation of women’s work 
to men’s work in the various trades discussed, together with an 
account of the social and industrial benefits that have come as 
direct or indirect results of organization. Various types of trade 
union structure are presented: independent women’s organizations, 
women’s unions affiliated with local men’s unions, mixed unions 
dominated by men, and at least one example of a mixed union 
dominated by women—that of the United Garment Workers, in 
which “the men are few and the affairs of the union are entirely 
in the hands of the women.” A few points of special local in- 
terest should be noted, such as the rehabilitation of the trade 
unions after the earthquake and fire, the question of competition 
with Oriental labor, and the attitude of the different groups of 
trade union women toward California’s eight-hour and woman- 
suffrage laws. 


Artificial Flower Makers is the report of an elaborate investi- 
gation in a relatively unimportant but interesting trade in New 
York City. During this investigation, 114 firms, all that could be 
found, were visited. The maximum number of women employed 
in the busy season is orly 4,470 and dwindles down during the 
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lished by the author. Among them are several already familiar to 
followers of literature on American labor, as, for example, the chap- 
ters on American Shoemakers, 1648-1895, and An Idealistic Inter- 
pretation of History. These are the articles which were reproduced 
substantially from the journals in which they originally appeared in 
the Documentary History of American Industrial Society, as intro- 
ductions in volumes III and VII respectively. Several of the 
articles deal with the problems and policies of trade unions; a few 
with state agencies for investigation, for the enforcement of labor 
laws, and for the handling of other labor problems; and a few with 
the activities, attitudes, and interests of labor in such matters as mu- 
nicipal politics and administration and the tariff There are included 
also subjects not peculiarly bound up with the labor problem, as, 
for example, Standardizing the Home, and the Utilitarian Idealism 
of the University of Wisconsin. The chain of connection between 
the articles is stated in the preface to be the inquiry as to “how to 
draft and enforce the laws, how to keep the winnings of strikes— 
in short, how to connect ideals with efficiency.” D. A. McC. 


DeroyerE, G. La révolution syndicaliste convoyée par les catholiques 
sociaux. Réponse a l’abbé Desbuquois. (Paris: Victorion. 1918. 
Pp. 163. 2 fr.) 


Facnot, F. La réglementation du travail dans les usines & marche 
continué. (Paris: Alean. 1913. 1.50 fr.) 


Geriacn, K. A. Die Bedeutung des Arbeiterinnenschutzes. (Jena: 
Fischer. 1918. Pp. viii, 121. 3 M.) 

GotpmarK, J. C. Handbook of laws regulating women’s hours of la- 
bor, and a standard law embodying the best provisions of the most 
effective statutes now in force. (New York: Nat. Consumers’ 
League. 1913. Pp. 56. 15c.) 

Hicks, F. C. Aids to the study and use of law books. (New York: 
Baker, Voorhis. 1913. Pp. 129. $1.) 

Janneau,G. L’apprentissage dans les métiers d’art. (Paris: Dunod 
& Pinat. 1913. Pp. 156. $8 fr.) 

Kreat, A. Bldatter aus der Geschichte der Arbeiterbeweqgung Oes- 
terreichs 1867-1894. (Klosterneuburg: R.Grossmann. 1913. Pp. 
xvi, 87. 0.60 M.) 

Lamwier, H. W. Boycotts and the labor struggle. (New York: Lane. 
1913. Pp. 488. $2.) 

To be reviewed. 

Laveuun, C. E. The work-a-day girl. (New York: Revell. 1913. 
Pp. 320. $1.50.) 

LinpENBERG, G. Reichsqgewerbeordnung mit dem Hausarbeit- Kinder- 
schutz- und Stellenvermittlergesetze. (Berlin: Lienmann. 1913. 
12.50 M.) 

Nearinc, S. Financing the wage-earner’s family. (New York: 
Huebsch. 1918. $1.25.) 

To be reviewed. 


168 Bool [ March 


stéme Taylor). Biblio 
thé Paris: Riviére. 1913. 


licalist spectacles appears 

t shop reduced to a science 
Pouget disclaims any desire 
ids and quotes with ap 
ntific bricklaying. Th 
it the author shows that 
»f all but the strongest, 
ng of unionism, and the 
s strength. The author 
[Taylor himself the product 
d, while his wages ar 
hus giving to capital a 
: Furthermore, it is shown that 
fi wering of the wage rate, 
d | been actually lowered wher 
] [he most serious charg: 
worker of initiative and 
machine, and that it 
him for parenthood, and 

omparatively young. 

Grorce Louris ARNER. 


R minimum wage. (Whit 
p 1918. Pp. 48. 25c.) 


Rows "assurance contre le 


ScHLO Vv. S The legal position of trade 
King. 1913. 10s. 6d.) 
( which has substantialls 


SIN I eitstarifvertrags. Vol. 5, part 3: 


Brau Schriften der Gesellschaft 


S her 913. 0.40 M.) 


SuMIEN lu travail et de la prévoyance 
20 tion du travail. (Paris: Plon- 


[ToLMAN Safety Methods for preventing 
ut disease New York: Harper. 


\ nformation in regard to safety 
devi rector of the American Museum 
of Sa four parts entitled respectively : 
Genera Industrial Hygiene, and Social 
W elf 4] roups of industries are taken up 


lr 


1914] Money, Prices, Credit, and Banking 169 


in detail and numerous examples are given of the work of accident 
elimination through safety devices and organization. Part IV gives 
examples of welfare work by various concerns and plans for indus- 
trial education. The book is profusely illustrated. a ae 
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Factory sanitation, (Pittsburgh: Standard Sanitary Mfg. Co. 1913. 
Pp. xxxix, 135, illus.) 

Report of proceedings at the forty-sixth annual trades union congress 
held in Milton Hall, Manchester, on September 1-6, 1913. (Lon- 
don: C, W. Bowernian, secretary, London Society of Compositors. 
1913. Pp. 368.) 

Rapports annuels de l’inspection du travail en Belgique. (Brussels: 
Société Belge du Librairie. 1913. Pp. 550. 4 fr.) 

Lohnstatistik des Personals der Osterreichischen Staatseisenbahnver 
waltung nach dem Stande vom 31. Dezember 1912. (Vienna: Hof- 
und Staatsdruckerei. 1913. Pp. iii, 251; 927; 842; 293. 16 K.) 


Money, Prices, Credit, and Banking 
El Papel Moneda. By GuititErmMo Supercaseaux. (Santiago: 
Imprenta Cervantes Delicias. 1912. Pp. 406.) 

The people of Chile are suffering, as we did thirty years ago, 
from an unsound monetary system, which has for a long time 
been a disturbing factor in business and has contributed not a 
little to the establishment of foreign control of the industries of 
the country. Professor Subercaseaux is one of a group of dis- 
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Borussica, A. Miinzwesen. Vol. IV. Die letzten vierzig Jahre. 1765- 
1806. (Berlin: Parey. 1913. Pp. ix, 645. 17 M.) 
Dawson, A. F. The history of the first national bank in the United 
States. (Chicago: Rand, McNally. 1913. Pp. 176.) 
A history of the First National Bank of Davenport, Iowa, pre- 
ceded by some account of banking under state laws. 


Ercuenseer, K. Die Bargeld ersparenden Zahlungsmethoden, welche 
durch die Reichsbank versucht worden sind. (Wiirzburg: J. M. 
Richter. 1913. Pp. 86.) 

Essprnoza, R. La reforma bancaria i monétaria de Chile. (Santiago: 
Imprenta Barcelona. 1913.) 

Fisner, I. The purchasing power of money. Revised. (New York: 
Macmillan. 1913. Pp. xxiv, 502. $2.25.) 

According to the preface, the principal changes from the first 
edition are corrections of misprints, additional data for the equation 
of exchange with the insertion of the diagram familiar to readers 
of the Review, and an appendix on “standardizing the dollar.” 


Gint, C. L’equazione dello scambio e il potere di acquisto della 
moneta. (Rome: Rivista Italiana di Sociologia. 1913. Pp. 16.) 
In this pamphlet Professor Gini, the brilliant mathematical 
economist of the University of Cagliari, discusses some of the recent 
literature relating to the purchasing power of money, giving special 
attention to the work of Professor Irving Fisher. The “equation of 
exchange,” Gini holds, is a mere statement of identity, and hence 
incapable of inductive verification. It no more proves that an 
increase in the quantity of money increases prices than that an 
increase in prices increases the supply of money. Fisher's argu- 
ment to the contrary (Purchasing Power of Money, p. 170), begs 
the question by assuming, for argument’s sake, that prices might be 
doubled without doubling the purchasing power of uncoined gold. 
Gini’s discussion of Fisher’s proposals for a “compensated dollar’ 
largely consists of rather captious criticisms of minor points. 
Benini’s recent discussion of the effect of the increased production of 
gold on prices (Giornale degli Economisti, Nov.-Dec., 1912) is also 
brought under review. 
Hawks, T. R. The debt system alias the banking system and its 
natural elimination in some form of centralization. (Chicago: T. R. 
Hawks. 1913. Pp. 96. 25c.) 


Herrick, M. T. Rural credit. (New York: Appleton. 1918. $2.) 


Hvurtrman, I. Die Centralnotenbanken Europas. (Berlin: Bank 
Verlag. 1913. 4.50 M.) 


Innes, A. M. What is money? (New York: Banking Law Journ. 
1918. Pp. 32. 25c.) 


Josepu, L. The evolution of German banking. (London: Layton. 
1913. Pp. 124. 3s. 6d.) 
This book consists of four lectures delivered by the London 
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Lamas, D. Reforma monetaria. (Buenos-Aires: Compania Sud-ameri- 
cana de Billetes de Banco. 1913.) 


Lawson, T. W. High cost living. (Scituate, Mass.: T. W. Lawson. 
1913. Pp. 180, illus.) 


LemckE, E. Die Entwicklung der Raiffeisen-Organisation in der 
Neuzeit. (Karlsruhe: Braun. 1913. Pp. viii, 189. 3 M.) 


MacGrecor, T. D. Talks on thrift. (New York: Bankers Pub. Co 
1913. Pp. 116.) 


ASSON-I ORESTIER, Le caisses de conversion et la reforme 
noneétair ir @ Brésil P: : Giard & Briére. 1913 
monetaire en Argentine et au bresil, (Paris: Giard & Briere, 915. 
Pp. 240.) 

Contains an account of monetary depreciation in Argentine and 
Brazil, its causes and remedies. 


Morawitz, K. 450 Jahre Geschichte einer Wiener Bank. (Vienna: 
Heller. 1913. Pp. 80. 1.25 M.) 


Morson, W. R. The high cost of living and its remedy. (Buffalo, 
N. Y.: Haussauer-Jones Prg. Co. 1913. Pp. 86. $1.) 


Nocaro, B. and Ovauip, W. L’évolution du commerce du crédit et 
des transports depuis cent cinquante ans. (Paris: Alcan. 1913. 
Pp. 444. 5 fr.) 

To be reviewed. 


taTzKA-ErnNst, C. Welthandelsartikel und ihre Preise. Eine Studi 
cur Preisbewegqung und Preisbildung. Der Zucker, der Kaffee, dic 
Baumwolle. Leipzig: Duncker und Humblot. 1913. Pp. 244. 
7 

topyns, E. J. Les chéques et virements postaug, (Paris: Alcan. 


1913.) 
Scott, W. A. Money. (Chicago: McClurg. 1913. Pp. 124. 50c.) 


Supiey, G. H. Stable money, new freedom, and safe banking pro 
vided for in the Democratic banking and currency bill, with three 
exceptions; a memorial. (Washington: Gov. Pr. Off. 1913. 
Pp. 80.) 


Skeets, I. Cost and price; or the product and the market. (Cleve 
land, O.: D. Gibson Co. 1913. Pp. 429. $2.) 


STEINER, F.G. Die Entwicklung des Mobilbankwesens in Oesterreich. 
Von den Anfangen bis zur Krise von 1873. (Vienna: Konegen. 1913. 


6.50 M.) 

Sunpuem, J. H. The law of building and loan associations in Penn- 
sylvania. (Philadelphia: Smith-Edwards Co. 1913. Pp. 204. 
$3.) 

Swopopa, O. Die Arbitrage in Wertpapieren, Wechseln, Miinzen- und 
Edelmetallen. (Berlin: Paschke. 1913. Pp. xx,i793. 18 M.) 

Vincey, P. Le prix de la viande a Paris. (Paris: Dunod & Pinat. 
1913. Pp. 152. 7.50 fr.) 
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A Treatise on the Law of Income Taxation under Federal and 
State Laws. By Henry Brack. (Kansas City, 
Mo.: Vernon Law Book Company. 1913. Pp. xvi, 403. 
$4.00.) 

The Federal Income Tax Law. By Henry Crorur Wuuire. 
(New York: The Banks Law Publishing Co. 1913. Pp. 
xxvill, 332.) 

The above are among the first of the books called forth by the 
passage of the federal income tax law. All are written from a 
purely legal standpoint. ‘They contain in each case the text of 
the law and endeavor to throw such light upon its interpretation 
as may be derived from judicial decisions in connection with pre- 
vious income tax laws in this country, both federal and state, and 
from the rulings of the Internal Revenue Office und the Treasury 
Department with reference to the earlier federal laws. The ear- 
lier regulations issued by the Commissioner of Internal Revenue 
in regard to collection at the source under the present law are 
also included in the texts or in the form of separate pamphlets. 

The earlier federal income tax acts are reprinted in appendices 
by all except Tucker, the Civil War legislation being given more 
fully by Frost and White than by Black. White and Black in- 
clude also the Corporation Tax Law of 1909, and Black the 
existing income tax laws of the individual states and Hawaii. 
White gives a dated list of laws imposing income taxes in our 
colonies and states and in foreign countries. ‘Tucker’s work is 
perhaps the most compact and the most conveniently arranged 
and furnishes equally with the others the information at present 
available for the interpretation of the existing law. 


H. B. G. 


The Life of Thaddeus Stevens. By James Atzpert Woopsurn. 
(Indianapolis: ‘The Bobbs-Merrill Company. 1913. Pp. 
620. $2.50.) 

The interest of this volume for the economist lies in the dis- 
cussion of Stevens’ views on the issue of legal tender notes and 
on the payment of the Civil War debt. 

It is well known that Stevens in his advocacy of the first legal 
tender bill in the House expressed the view that the $150,000,000 
issue of legal tender notes fundable into five-twenty six per cent 
bonds would make it possible to place at par, within a short time, 


the $500,000,000 of these bonds authorized by the act. As a 
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pire. Shall it be by centralization or autonomy, by imperial 
federation or Britannic alliance, to use the author’s phrase? 
Federation implies an imperial parliament controlling not only 
defense and foreign affairs, including trade, but to a large extent 
domestic concerns as well. ‘This the author thinks impracticable ; 
hence he argues strongly for a continuance of the existing colon- 
ial independence, together with a deliberate effort at that economic 
unification which underlies political unity. It is a voluntary 
partnership between Great Britain and her colonies, a partnership 
based on common economic interests, for which Mr. Jebb contends. 

While the end to be attained is political, the whole problem of 
means is in essence economic; it comes down to a question of 
trade policy. If the empire is to become and remain a reality, it 
must be upon the basis of a practically complete economic unifica- 
tion. -To secure this unity, Mr. Jebb would apparently be glad 
to “bang, bolt and bar” the door on the rest of the world. The 
Britannic states should seek for: 


(1) inter-state or Britannic free trade, coupled with fiscal protection 
is against foreign countries; and (2) the extension and cheapening of 
maritime communications by ship and telegraph, tending to the ulti-« 
mate establishment of uniform rates irrespective of distance; the 
object of these measures being (a) to make the most of the Britannic 
market for Britannic products, and (b) to unify the remaining or 
foreign commercial interests of the several states (p. 156). 

This conception raises world issues of the gravest importance. 
Mr. Jebb argues that, in the absence of such obstacles as tariffs 
and immigration laws, finance, already internationalized, might 
soon reduce labor everywhere “‘to a common standard of wages and 
living approximating to that of the least advanced among the 
industrial proletariats of the world” (page 154). Such a leveling 
he is unwilling to see: moreover, labor in Australasia and western 
Canada is determined not to be obliged to compete with Asiatics. 
Hence the necessity for restrictive tariffs and immigration ex- 
clusion laws, and the ideal of an economically isolated empire 
sufficient to itself, and prepared to fight to keep its doors closed. 
The economics of Mr. Jebb’s major premise will lack much of 
commanding universal assent among competent students; the eco- 
nomic soundness of his ideal will be questioned, and the adequacy 
of his means will be doubted. Nevertheless it is a distinct service 
that he performs in conceiving clearly and stating sharply the 
ideal and its implications. And there is a certain robust national 
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The ideal of an empire pooling its economic resources and pursu- 
ing a policy of commercial isolation is definite and comprehensible. 
The means proposed for realizing it are, in my judgment, wholly 
inadequate economically to that end; but at least the fundamental 
importance of the economic basis for political relations is properly 
emphasized, while the power of legislative arrangements to control 
trade is largely overestimated. Mr. Jebb’s work will not be 
overlooked by any serious student of imperial politics and trade 
relations. 
H. R. Mussey. 


Columbia University. 


NEW BOOKS 


Annotp, B. H. The fall of protection. (London: King. 1913. 12s. 
6d. ) 


Boretus, W. Zollpolitisches A-B-C-Buch. (Leipzig: Duncker & 
Humblot. 1913. 2 M.) 


Brept, J. V. Die Besteuerung nach der Leistungsfahigkeit. (Leipzig: 
Deichert. 1913. 4.50. M.) 


Carttaux, J. L’impot sur le revenu. (Paris: Berger-Levrault. 1913. 
3.50 fr.) 

Cuas_es, P. Une banque d’état pour le crédit local en Russie. (Paris: 
Giard & Briére. 1913. 1 fr.) 

Conti, E. Guide du receveur particulier des finances. Vol. I. Ren- 
seignements généraux et surveillance des différents services. Vol. II. 
Comptabilité, caisse et portefeuille. (Paris: Berger-Levrault. 1913. 
Pp. vi, 348; v, 329. 9.50 fr.) 

DamascuHkE, A. Die Besteuerung des Bodens. Aufgaben der Gemein- 
depolitik, 1. (Jena: Fischer. 1913. 1.20 M.) 

Davies, G. Report of land valuation appeals. (London: Sweet & 
Maxwell. 1913. 7s. 6d.) 


Dowpine, W. E. The tariff reform mirage. (London: Metheuen. 
1913. Pp. 366. 38s. 6d.) 


Eaton, A. M, Free trade vs. protection. (Chicago: McClurg. 1913. 
Pp. ix, 297. $1.) 

This is a hodge-podge of free-trade arguments, mostly of date 
about 1870, sandwiched with some tariff history taken mostly from 
Professor Taussig. It is avowedly “not an attempt at a learned 
book,” but is controversial, aggressive, and contemptuous, and de- 
serves no consideration. H. R. Mussey. 


FankHauser, W.C. A financial history of California: public revenues, 
debts, and expenditures. University of California publications in 
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generally, whether the ownership of capital is concentrated or not. 
Capital is regarded as unproductive, and interest is referred to as an 
unearned increment, although the earnings of capital administered 
by its owners are not condemned. Evidently, the abuse of wealth 
by the leisure class is the genesis of these views. 

The broad remedy for present conditions is suggested in the motto: 
“Don’t borrow.” It is proposed to prohibit the payment and receipt 
of interest, or to reduce the rate to a very low point. It is assumed 
that security is a sufficient incentive to the accumulation of capital 
and the maintenance of the existing supply. In the domain of 
public finance, the substitution of surplus for deficit financiering is 
idvocated, and here the familiar sinking-fund fallacy reappears. 
Speedy redemption of the entire debt is urged, regardless of its 
character. The author’s plan of redemption cannot be commended, 
for it involves partial repudiation of the national debt and the issue 
of legal tender paper money. 

In style the book is crude, even primitive. It is the essay of a 
moralist, not of an economist. ae se 


KENNEDY, S. F. Kennedy’s standard tax tables. Third edition. (Chi- 
cago: Donnelley. 1913. Pp. 255. $10.) 


Kennepy, W. English taration 1640-1799. (London: Bell. 19138. 
Pp. vii, 199. 7s. 6d.) 
To be reveiwed. 
Leake, P. D. The use and misuse of the sinking fund. (London: 
Gee & Co. 1913.) 


Lemer, A. Manuel de l’exercice du contréle et de la surveillance des 
receveurs particuliers des finances. (Paris: Berger-Levrault. 1913. 
Pp. 310. 5 fr.) 

Lowrtr, S.G. The budget. (Madison, Wis.: Wisconsin State Board 
of Public Affairs. 1913. Pp. xii, 259.) 

Questions involved in budgetary practice, with special reference 
to the needs of Wisconsin, are discussed under the headings: The 
Preparation of the Estimates and the Vote on the Budget, The 
Continuing Appropriations, and The Relation of the Executive to 
the Budget. Then follows a useful summary of budgetary procedure 
in England, Germany, France, Switzerland, Belgium, Canada, the 
Congress of the United States, and in each of the individual states 
of the Union. The discussion of the policy of continuing appropria- 
tions and of permitting the governor to veto single items in appro- 
priation bills is of special interest. The dangers involved in the 
last-named policy are clearly set forth. 

Mr. Lowrie proposes that the preparation of the estimates should 
be done by a board organized somewhat as is the Board of Public 
Affairs in Wisconsin on which are the governor and representatives 
of both the administrative and executive branches of the government, 
while the control of the budget, during its progress through the 
legislature should be in the hands of a finance committee, appointed 
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create a tariff commission. (New York: National Tariff Commission 
Assoc., 1120 Woolworth Bldg. 1913. $1.) 


Youne, E. H. Our national system of finances. (London: Smith, 
Elder. 19138. 6s.) 


An analysis of the federal income tax law as applied to the income of 
individuals. (Philadelphia: R. M. Stinson & Co. 1913. Pp. 30.) 


Federal income tax; digest, law and record of income. (New York: 
Hodenpyl, Hardy & Co. 1913. Pp. 67.) 


The income tax explained and analyzed. (New York: C. S. Hammond 
& Co. 1918. Pp. 15. 10c.) 


Income tar law; analysis and history. (New York: Harris, Forbes & 
Co. 1913. Pp. 87.) 


Reports from his majesty’s representatives abroad respecting grad- 
uated income taxes in foreign states. Cd. 7100. (London: Wyman. 
1913. 1s. 7d.) 


Status of bonds under the federal income tar. (New York: Standard 
Statistics Co. 1918. Pp. 153. $3.) 


Trade and customs and excise revenue of the Commonwealth of Aus- 
tralia for the year 1912. (Melbourne: Bureau of Census and Sta- 
tistics. 1913. Pp. 629.) 


Die steuerliche Ueberlastung des deutschen Haus- und Grundbesitzes. 
Stenographischer Bericht der Protestversammlung vom 12. Januar, 
1918. (Berlin: Verband zum Schutze des deutschen Grundbesitzes 
und Realkredits. 1913. Pp. 47.) 


Population and Migration 
NEW BOOKS 


Breep, R. L. The immigrant gateway; a missionary demonstration. 
(New York: Missionary Education Movement of the U. S. and 
Canada. 1913. Pp. 40, illus. 25c.) 


Burcess, T. Greeks in America. (Boston: Sherman, French. 19138. 
Pp. 14, 256. $1.35.) 

Crark, F. E. Old homes of new Americans. (Boston: Houghton 
Mifflin Co. 1913. Pp. xxvii, 265, illus. $1.50.) 

A popular description of Austria-Hungary, its history, geography, 
and present-day conditions, written to awaken sympathy and interest 
in the people of many different races and languages who are pouring 
into the United States from this empire. 


Coren, G. Il genere umano morira di fame? (Livorno: L. Belforte 
et C. 1913.) 


A. Rassenveredlung und Serualreform. (¥rankfurt: 
Sauerlander 19138.) 
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education which will train young people to greater efficiency. The 
basic evil of present-day society is seen to be an educational system 
which bears little relation to the life of the individual after he 
leaves school. The working classes are exploited because they are 
not properly trained either to produce or to use wealth, and a 
rational education with proper vocational guidance would automatic- 
ally turn a larger share of the world’s wealth into the hands of the 
workers. An outline of the author’s conception of an ideal school 
course is presented. Study should be combined with actual work 
for wages, gradually increasing the time spent in wage work until 
graduation into active industrial life. Georce Louis ARNER. 


Beckwitu, H. German industrial education and its lessons for the 
United States. (Washington: Bureau of Education. 1913. Bull. 
19. Pp. 154.) 

Canen, G. Le logement dans les villes; la crise parisienne. (Paris: 
Alean. 19138. 3.50 fr.) 

Contends that housing is only slightly determined by the laws 
of supply and demand for homes and that many social and adminis- 
trative factors enter in. The efforts of local governments and the 
state to relieve the situation have been conservative and paternalistic, 
rather than statesmanlike and constructive. Better land taxation, 
restrictions upon land use to meet local needs, and a broad financial 
policy, would serve to increase the supply of homes and encourage 
home building far beyond the possibilities under the present régime. 
The most important part of the book is the section dealing with a 
constructive program of housing reform; and much that is said here 
would apply with equal force to the United States. Cz 


Cannon, I. M. Social work in hospitals. A contribution to progres 
sive medicine. (New York: Survey Associates. 1913. Pp. xii, 257. 
$1.50.) 

CuHaMBoNNaAup, L. L’éducation industrielle et commerciale en Angle- 
terre et en Ecosse. (Paris: Dunod & Pinat. 1913. Pp. 240. 
1.50 fr.) 


DryspaLe, C. V. The small family system. Is it injurious or immoral? 
(London: Fifield. 1913. 1s.) 


Gemvenp, W. Die Grundlagen zur Besserung der stadtischen Wohn- 
ungsverhdltnisse. (Berlin: Springer. 1913. Pp. viii, 321. 10 M.) 


Gisss, P. First notions on social service. (London: King. 1913. 6d.) 


Gorpvon, E. The anti-alcohol movement in Europe.. (New York: 
Revell. 1913. $1.50.) 


Henverson, C. R. Social programmes in the West. Lectures delivered 
in the Far East. (Chicago: University of Chicago Press. 1913. 
Pp. xxviii, 184. $1.25.) 

The Barrows lectures of 1912-1913, are here presented together 
with a short statement, by Professor E, Fuster of Paris, of the 
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Mout-Welss, A. Les écoles de servantes en Belgique et en Hollande, 
Le Musée Social, Mém. & Doc., Oct., 1913. (Paris: Rousseau. 1913. 
Pp. 8.) 


Morean, J. The life work of Edward A. Moseley in the service of 
humanity. (New York: Macmillan. 1913. Pp. 9, 378. $2.) 


NEARING, S. Social sanity, a preface to the book of social progress. 
(New York: Moffat, Yard. 1913. Pp. 260. $1.25.) 

Dr. Nearing puts into his work an enthusiasm and freshness of 
style which in this book are more noteworthy than is its profundity 
or originality. Social sanity is conceived as involving equality of 
opportunity, social justice, and the conservation of life and health. 
It is clearly shown that our present-day society does not conform 
to this ideal, but that amid the chaos of social theories and movements 
society is evolving toward sanity. While the use of the word social- 
ism is studiously avoided, the point of view both in social criticism 
and social ideals is generally in accord with the best modern social 
ist thought, except that the socialist prefers to look on the short 
comings of capitalist society as evidences of the immaturity of society, 
rather than as pathological conditions in an adult organism. 

G. L.A. 

Nitze, P. Die Entwicklung des Wohnungswesens von Gross-Berlin. 
(Berlin: Heymann. 1913. Pp. vi, 131. 3 M.) 

Purpom, C. B. The garden city, an English experiment in the devel- 
opment of a modern town. (New York: Dutton. 1913. $3.50.) 

ticHTER, K. E. Commercial colleges in Germany. (Lancaster, Pa.: 
New Era Prtg. Co. 1913. Pp. 38. 50c.) 

Sxatweit, A. Die Wohnungszustinde in den deutschen Grossstadten 
und die Mdglichkeit ihrer Reform. (Berlin: Wilhelm Ernst & 
Sohn. 1913. Pp. 23. 1.20 M.) 

Taytor, G. Religion in social action. (New York: Dodd, Mead. 
1913. $1.25.) 

Vertter, L. A model housing code. (New York: Russell Sage 
Foundation. 1913.) 


Warner, H. S. Social welfare and the liquor problem. Revised edi 
tion. (Chicago: Intercollegiate Prohibition Assoc. 1913. Pp. 
298. $1.) 


Weaver, E. W., editor. Vocations for girls. (New York: A. S. 
Barnes Co. 1913. Pp. 200. 75c.) 
Prepared by a committee of teachers. 
Wuirenouse, J. H. Essays on social and political questions. (Cam- 
bridge: University Press. 1913. Pp. 106. 3s.) 
Woops, R. A. and Kennepy, A. J., editors. Young working girls. <A 
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Houghton Mifflin Co. 1913. Pp. xiii, 185. $1.) 


| March 
Academy of Politi- 


nd suaqested reme 

- and the trade 

The housing 

[V. The church and 
113. 7d. each.) 


Student Christian 


ising, held in Phila 


sing Assoc. 1913.) 


University Press. 

s, 1913, before the 
University. The 
of recent immigra 
sential in currency 
the Panama Canal 


I 1 evils of the stock 
S nd edition. (Chi 


vy York: American 


Berger-Levrault. 1913. 
tung. I. Die soziale 
und Land. (Tib 


Insura ( New York: The 
Ma , , 228. $1.25.) 

Prof n of the question whether 

f insurance. Three years 

in the development 

| lity of state in 

To- 


nee 
men’s compensation 


y 


1 man’s hand. 


irance, petitive state com 
up for lost time, and 
with too little 


pensatio! 


thought 
pter to a short resume 


Loe | 
N 
: 
\ 
\ 
| 


1914] Insurance and Pensions 189 


of what has been done in state insurance in Europe and the United 
States, there is no serious attempt made to assess the value of 
state insurance by its accomplished results. ‘The book is rather 
an analysis of the nature of insurance with regard especially to 
its adaptability to state management. 

Because of its social quality, insurance requires the coéperation 
of the many; the individual discovers his own good in the good of 
the mass; and the presence of this strong social and ethical 
quality raises the presumption that insurance will be a proper 
subject for management by the state. It turns out in practice 
that in direct proportion as insurance is impressed with social im- 
port so far has it become a matter of state concern. So-called 
social insurance comes first; then, somewhat more doubtfully, 
comes life insurance; and then, full of serious doubt, fire insur 
ance and other forms of property insurance. This order is hardly 
accidental, although the reason for fire insurance being last on the 
list is largely due to the presence of the conflagration hazard which 
makes fire insurance peculiarly a field for private enterprise. 
Professor Gephart treats these three forms of insurance separately 
and while he does not try to strike the balance for or against state 
insurance in any case, the way the scales tip is fairly obvious. 

The compelling thought in men’s minds seems to be that while 
the state may leave the protection of property to private enter- 
prise, when the loss brings acute suffering the state should assume 
the burden of supplying protection. Again, when the need for 
protection is so urgent that it is compelled by the state, as for 
instance in the case of compulsory compensation, the state feels 
it peculiarly necessary to provide insurance protection, lest private 
supply prove inadequate. 

As an alternative to state management of insurance is state 
control. Control as to solvency has been long admitted; we aré 
now entering the field of control of rates and expense. Here there 
are peculiar technical questions which make the matter even mor¢ 
involved than the question of the control of railroad rates. Pro- 
fessor Gephart alludes to this, but does not enter into a discussion, 
which would require far more space than the limits of his book. 

Professor Gephart’s book is an adequate presentation of the 
subject; but it is to be feared that few of the legislators who are 
committing the state to insurance schemes, with little understand- 
ing of the serious technical questions involved, will take the pains 
to study the matter so thoughtfully. 

Atsert W. Wuirtney. 
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Herrner, W. C. History of poor relief legislation in Pennsylvania 
1682-1913. (Cleona, Pa.: Holzapfel Pub. Co. 1913. Pp. 302. $1.) 

Manen, C. A. Armenpflege in Amsterdam in ihrer historischen Ent- 
wicklung. (Leiden: A. W. Sijthoff. 1913.) 

Sanpers, E. K. Vincent de Paul, priest and philanthropist, 1576-10660. 
(London: Heath, Cranton & Ouseley. 1913. Pp. xxi, 219. 16s.) 
Sears, A. The charity visitor; a handbook for beginners. (Chicago: 

Chicago School of Civics and Philanthropy. 1913.) 
Forty-second annual report of the local government board, 1912-1913. 
Part I: Administration of the poor law, the unemployed workmen 


act, and the old age pensions act. Cd. 6980. (London: Wyman. 
1913. 1s. 4d.) 


Ein deutsches Reichsarmengesetz. Grundlagen und _ Richtlinien. 
(Munich: Duncker & Humblot. 1913. 4.40 M.) 


ie soziale Fiirsorge der kommunalen Verwaltung in Stadt und Land. 
(Tubingen: Mohr. 1913. Pp. xxxii, 358. 6 M.) 


Socialism and Co-operative Enterprises 
Maraism versus Socialism. By Vuiapimin G. (New 
York: Henry Holt and Company. 1913. Pp. xvi, 298. 
$1.50.) 


Those who read Professor Simkhovitch’s articles on the break- 
down of Marxism as they appeared in the Political Science Quar- 
terly will welcome them in book form. To some it may appear 
that in criticising Marxian doctrine the author is slaying the 
slain. Yet while there have appeared many partial discussions of 
the extent to which Marx’s forecast of economic evolution has 
been fulfilled, there is not available in English any summary of 
the facts and figures in the case so comprehensive and convenient 
as is here presented. There have been many admissions by emi- 
nent socialists of the untenability of this or that tenet of Marxism, 
but so long as the formal creed and to a less degree the actual 
tactics are dominated by Marxian principles, the need for a clear 
presentation of the case for revision is patent. 

The author’s familiarity with Marx and his commentators, and 
particularly his sympathetic attitude, make his criticism perti- 
nent and of real value. He sets forth the historical setting and 
the literary forerunners of the Communist Manifesto and of 
Capital, while making clear the futility of the charges of plagiar- 
ism and lack of originality sometimes brought against Marx. 
The central thesis of scientific socialism, that economic forces now 
at work are making inevitably for the downfall of capitalism, is 


| 


Books [ March 


ca 5: actual facts as to the con 
ince of the middle classes, th: 
nc! ng classes, the growing intensity of 
ri iss struggle, are marshalled fairly, 
1 pleteness as is easy to attain in 
d investigation into many of 

have been advisable, i 

past decade, to bring down thx 

1902 limit here observed. 
P k h suggests itself is that th 
LU ist instances the close connection 


Marx’s doctrine, does not full 


bring 1 logical interdependence of th 
- ruggle and the economic in 
ter} ted in widely separated chapters, 

d practically as an ap 
pel Marx’s socialism is not based upon 
this ble development of economic ten 
lel Ss hovitch declares elsewher 
( p] 

is the central theory upon 
cal} stic system rests—in short, 


but this theory plays no 


which purports to be nothing 


is inevitable. The key to 


ss nterpretation of history with the 
a n tl economic doctrines of Marx 
und irely untenable. Marx was not 
pint ir: with wonderful power of 
fus) nd every part of his theory, 


nk in the chain of evidenc 


prov ipitalism and rise of socialism. 
Fur nception of history, which, wit! 
ery , identical with the class-strugg| 
docti ycialist upholders of the doctrin: 
of ti f history nowadays separate th 
two s the essence of Hegelian evolu 
tion, neeption is only Hegelianism in- 
verter gk s between capitalist and 
prol re of capitalism is the selling of 
comn f value is therefore the first step 


| 
‘ine 
\ 


1914] Socialism and Co-operative Enterprises 193 


in the analysis of the working of capitalism. If we compare the 
two processes of creating value and of creating surplus value, 
Marx continues, we see that the latter is nothing but the continu 
ation of the former beyond a certain point. Now, automatically, 
surplus value accumulates, capital grows, the variable portion 
grows less rapidly than constant capital, large numbers are unable 
to find employment, so that an industrial reserve army is formed, 
with all the consequences of increasing misery, culminating in the 
collapse of capitalism. 

Professor Simkhovitch omits from his summary the accumula- 
tion step, and naturally finds no connection between the value 
theory and the industrial-reserve-army doctrine. Yet, as the most 
penetrating student of Marx, Dr. Veblen, has said:' ‘The law 
of accumulation, with its corollary, the doctrine of the industrial 
reserve army, is the final term and the objective point of Marx’s 
theory of capitalist production, just as the theory of labor-value 
is his point of departure.” The author is quite right in denying 
that Marx based his doctrine on the ethical implications of the 
surplus-value theory; and criticism of the weakness of the proof 
of the necessary creation of the industrial reserve army, or of 
the inconsistency between the cost-of-subsistence and the reserve- 
army theories of wages (as on p. 276) is pertinent. Yet the fact 
remains that whether the links be strong or weak, Marx endeavored 
to weld them all in a single chain. 

O. D. Sxetton. 

Queens University, Kingston, Ontario. 


The French Revolution of 1848 in its Economic Aspect. Vol. I. 
Louis Blanc’s Organisation du Travail. Vol. Il. Emile 
Thomas’s Histoire des Ateliers Nationaux. Edited by J. A. 
R. Marriorr. (Oxford and New York: The Clarendon 
Press. 1913. Pp. xcix, 284; 395.) 

The Clarendon Press has rendered a service in making available 
in convenient form, in the original French, documents of such im- 
portance for the study of nineteenth century socialism as these 
two volumes. Louis Blanc’s work is now becoming rare, while the 
companion volume is to be found only in the larger libraries. The 
glowing prospectus drawn up by the social promoter, and the 
chilling receiver’s report, presented by the ex-manager of the 
National Workshops, are piquantly set side by side. The texts 
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AMERINGER, O. Communism, socialism and the church; a historical 
survey. (Milwaukee, Wis.: Social Democratic Pub. Co. 1913. 
Pp. 63. 10c.) 


Boum, F. and McGrapy, C. H. The catholic and socialism. (Chi- 
cago: Kerr. 1913. Pp. 31. 10c.) 


Bonnier, P. Socialisme. (Paris: Giard & Briére. 1914. 1.90 fr.) 


Compron-Rickett, A. William Morris: a study in personality. 
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York: Dutton. 1913. $2.50.) 
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Enetanp, G. A. Socialism and the law; the basis and practice of 
modern legal procedure and its relation to the working class. 


(Fort 
Scott, Kan.: Monitor Ptg. Co. 1913. Pp. 62. 
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Estey, J. A. Revolutionary syndicalism. An exposition and a criti- 
cism. (London: King. 1913. Pp. 212. 7s. 6d.) 
To be reviewed. 
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criminal statistics in this country it all seems like a far-off dream. 
Still we are assured that the age of miracles is not passed, and it 
may be that in the near future we shall witness the curious spec- 
tacle of our various governmental officials perusing these pages 
with the grim determination of organizing at least one branch of 
criminal statistics in a thoroughgoing way. 

An interesting side-light on the difficulty of interpreting the 
criminal statistics of a foreign government is furnished by Dr. 
von Mayr’s analysis of the German practice of compilation. One 
learns, in the first place, that the so-called German Criminal Sta- 
tistics deal with but two of the three groups of crimes against the 
laws of the Empire. The minor crimes (Uebertretungen) are 
not considered at all; nor do these statistics include the crimes 
igainst the laws of the separate states. Certain definite groups 
are likewise omitted. Crimes committed by persons in the army 
and the navy, crimes against the tax laws and finally crimes 
against forestry laws are separately compiled. All countries 
have peculiarities of this sort; and it is not too much to say that 
the reader’s inevitable impression will be that it is at the present 
time impossible to obtain a comprehensive survey of the crimes 
of any one nation. 

While this number is largely given over to the details of organi- 
zation, it includes several tables of crimes, some of which yield 
information of considerable value. The statistics of felonies and 
misdemeanors against the laws of the Empire go back to the year 
1882. During the period which has followed, there has been a 
change in the make-up of this criminal budget. Crimes against 
the person now constitute a larger per cent of the total than they 
did in the eighties and early nineties. On the other hand, crimes 
against property and crimes committed while in office have fol- 
lowed the contrary course of development. Considering all crimes 
together, there has been an absolute decrease in proportion to 
population since the year 1894, largely due, however, to the fall- 
ing off in the crimes against property. 

The influence of the seasons on crimes is touched upon. Crimes 
against the person occur more frequently during the months of 
May, June, July, August, and September, while crimes against 
property are more likely to take place during the months of Oc- 
tober, November, December, January, and February. March and 
April are the best months from the point of view of security. 
Dr. von Mayr does not attempt to specify what these influences 
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given as much attention as the English to the mathematical aspects 
of the subject. 

The method of treatment and the outline of the discussion are not 
new, but the principles and methods are abundantly illustrated by 
material drawn not only from Russian practice, which will be of 
interest to American students, but also from other sources. The 
work neither aims to furnish a history of method and theory, nor to 
describe completely statistical practice in the countries mentioned. 

Part I discusses the content and sphere of statistical method, the 
law of large numbers, type and variation, statistical method in rela- 
tion to induction, and the relation of law to freedom of the will. 
Part II deals with the methods of gathering and analyzing social 
statistics. The importance of a full preliminary knowledge of the 
problem to be investigated, the common sources of error, and the 
decision as to the trustworthiness of the data are strongly empha- 
sized. The organization of the actual investigation, the schedule, 
the enumeration, the monographic and representative methods of 
inquiry, the theory of sampling, tabulation, averages, and the graphic 
method are all discussed in detail and illustrated with facts not only 
from Russian practice but also from other sources. 

Rosert E. Cuappock. 


Kine, W. I. Evzercises in statistical method. Parts I and II. (Madi- 
son: University Coéperative Assoc. 19138. Pp. 49. 40c.) 

Simon, E. Statistische Taschenbuch fiir das Deutsche Reich. (Berlin 
Bodenburg. 1913. Pp. 210. 1 M.) 


The Canada year book 1912. Second series. (Ottawa: Census and 
Statistics Office. 1913. Pp. xvi, 470.) 


General statistics of cities, 1909. (Washington: Bureau of the 
Census. 1913. Pp. 197.) 


Official year book of the commonwealth of Australia. No. 6. (Mel- 

bourne: Bureau of Census and Statistics. 1913. Pp. xl, 1236.) 
Contains authoritative statistics for the period 1901-1912 and cor- 
rected statistics for the period 1788 to 1900. 

Beitrége au Arbeiterstatistik. No. XII: Gebiete und Methoden der 
amtlichen Arbeitsstatistik in den wichtiqsten Industriestaaten. (Ber- 
lin: Heymann. 1913. Pp. vii, 695.) 

Statistisches Jahrbuch der Stadt Berlin. 32. Jahrgangq, enthaltend die 
Statistik der Jahre 1908 bis 1911 sowie Teile von 1912. (Berlin: 
Stankiewicz’ Buchdruckerei. 1913. Pp. xxiv, 1018.) 
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hardly more than terminal facilities for surface service; or they may 
constitute a comprehensive street-railway system designed to bring 
outlying districts nearer in point of time and cost to the business 
center than is possible for a street-surface system or a mixed system. 
The Philadelphia plan leans toward the former class. Transfers from 
street-surface lines are essential. Some attention is also given to 
possible future connection with steam railroad lines. The New York 
plan approaches the other extreme. 

The difference between Manhattan and Philadelphia in density of 

population, which is strikingly in evidence in the contrast presented 
by maps 9 and 10, is doubtless sufficient reason for a less extended 
system or through rapid transit service in Philadelphia than in New 
York. From City Hall (New York) to 242d Street is a distance of 
nearly 14 miles in a direct line. The longest rapid transit line recom 
mended for immediate construction in Philadelphia takes the passen- 
ger nearly 7 miles from City Hall (map 43). But the population 
residing within walking distance of the Interborough subway as 
operated in 1910 probably exceeded the entire population of Phila- 
delphia. This difference is due mainly to different housing conditions. 
Can a “City of Homes” support a comprehensive purely rapid 
transit system on a 5-cent fare? Probably not. In New York practi- 
cally all new residential construction along the subway to its termini 
has been of the 5-story-apartment-house type. 
One of the most distinctive and interesting things in the report is 
the study of time-saving by rapid transit. The difference between 
maps 24 and 25, a “before and after’ comparison for Philadelphia, 
is certainly striking. Computed time-saving is used ingeniously in 
estimating the traffic to be obtained by the new lines (pp. 70 and 80). 
The report arrives at a lump valuation for time saved by reckoning it 
at 15 cents an hour and capitalizing the annual saving at 5 per cent 
(p. 72). If we must have a dollar-and-cent valuation, this is as good 
a way as any. But, in the long run, will the people of our cities 
spend much less time in going to and from work because of rapid 
transit? Will not the effect rather be in part a gain of more room and 
better living conditions, and in part merely greater agglomeration of 
population? 

The estimate of future population increase, upon which the success 


of a rapid transit plan quite directly depends, is correctly stated to 
be conservative. It is assumed that population will increase at sub- 
stantially the same arithmetical rate as has held for the past decade. 


Through the use of an increasing figure for per capita rides, a moderate 
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one year to make the canvass and to collect the reports from all 
manufacturers. It is hoped that by perfecting the preliminary arrange- 
ments and having the machinery in shape to begin active work immed- 
iately after the close of the period to be covered it will be possible to 
greatly advance the date of completing the canvass and also the date 
of publishing the results. 


Hon. David J. Lewis, representative from Maryland, has prepared a 
Brief for a General Parcel Post (Washington, 1913, pp. 58). In this 
he argues for an increase of the weight limit to 100 lbs., a zone system 
of 100 miles to each zone, a rate of 14 cent per lb. for each zone plus 
the initial charge of 3 cents, arbitrary, for the first pound. He believes 
that the agricultural industry, particularly suburban gardening, will 


receive a great quickening by the changes recommended. 


The Sizth Annual Address of J. Hampton Moore, president of the 
Atlantic Deep Waterwavs Association on “Eastern Waterways Needs,” 
delivered at Jacksonville, Florida, in November, 1913, was printed 
in the Congressional Record, December 1, 1913, and has been issued as 
a reprint (Washington, p. 14). 


Mr. Arthur V. White has prepared for the Commissioner of Conser- 
vation of Canada an exhaustive report on Long Sault Rapids, St. 
Lawrence River. This is an inquiry into the constitutional and other 
aspects of the project to develop power from this source (Ottawa, 1913, 
pp. 384). It contains the incorporation papers of the Long Sault 
Development Company, the opinion of its unconstitutionality by 
Attorney General Carmody of New York, and various memoranda in 
regard to congressional legislation. There are also included documents 
dealing with the incorporation of the St. Lawrence Power Transmission 


Company of Canada. Extracts from various hearings are added. 


The Agricultural Experiment Station of the University of Illinois 
has published a third pamphlet dealing with economic factors in cattle 
feeding. Circular No. 169 is entitled A Review of Beef Production in 
the United States, by H. W. Mumford and L. D. Hall (Urbana, Sept. 
1913, pp. 28). This contains interesting maps showing routes of early 
shipments of cattle, and the number and value of cattle other than 
milch cows in 1910. 


The Cost of Milk Production is treated in Extension Bulletin No. 2, 
of the New Hampshire College and Experiment Station, by Fred 
Rasmussen (Durham, June, 1913, pp. 20). From data of a herd of 
326 cows, it is found that the return from $1.00 for food consumed, 
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Corporations 


The Report of St. Louis Public Service Commission to the Munici- 
pal Assembly of St. Louis on the Southwestern Telegraph and Tele 
phone Company (1913, pp. 152) is devoted almost exclusively to a con- 
sideration of a valuation of the company’s property in St. Louis and 
East St. Louis. A short time before the valuation was completed the 
legislature of Missouri created a state public service commission with 
power to regulate the rates for service in the various cities. The valua 
tion, made in accordance with the action of the municipal assembly, will 
therefore be of service to the state commission instead of the municipal 
assembly. 

The commission excluded all toll line property and included the 
remainder of the assets in St. Louis and East St. Louis. The report 
is significant mainly for its treatment of depreciation as related to 
valuations for rate-making purposes. It adopted the same method as 
that employed in the valuation of the United Railways of St. Louis, 
and quotes in full the appendix of that report bearing on depreciation. 
This appendix was originally written by Mr. James E. Allison, the 
chief engineer in charge of the valuation both of the telephone and tele- 
graph property and of the railway property. The propositions upon 


which the valuation was based are as follows: 


The larger properties have an approximately constant normal theoretical 
value at which the plant gives good service to the public. 

To produce this normal value the cost of the property in the service of 
the public was 100 per cent and the public cannot be served without devoting 
100 per cent to the service. 

It is therefore just that the investors be rewarded by the public for the cost 
of the property in the service of the public unless it can be shown that they 
(the investors) have been paid back a part of their 100 per cent by the 
public. 

In the case of a heretofore unregulated property it cannot be shown that 
the company should have set aside depreciation charges to accumulate a fund 
equal to the theoretical depreciation for such a fund would be needless. 

If then we are to claim that the investors have been paid back the theoretical 
depreciation we must assume that such reimbursement has been made from 
excess profits over a legitimate return. Otherwise they have not been 
paid back. 

A legitimate return was what the investors could make under the then 
existing laws and therefore there could be no excess over legitimate returns 
unless illegally made. 

It might be claimed that a legitimate return was only a reasonable return 
but such an argument is unsound and if admitted as a principle it leads 
inevitably and directly to the right to deprive people of property legally 
acquired in the past, merely because we think their profits were too high. 
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in the case of a plant which has been properly maintained, and that 
the maintenance of the original investment (on the old theory discarded 
by the commission) would require the remaining 50 per cent or 45 per 
cent, as the case might be, to consist of a depreciation fund. The 
report errs, I believe, if it assumes that this depreciation fund must be 
held in cash. The capital of the company is maintained in accordance 
with law whether this fund is invested in improvements, in working 
capital, or any other asset. In the case of a public service property, 
enough of the fund should be held in available form to provide for 
renewals. 

As a result of this conception of the nature of capital and expense 
there is, in my opinion, an error in regard to profits. If a company 
turns back to stockholders the balance of income expense outlays ex- 
cluding depreciation as an expense, it thereby impairs its capital and 
pays to the investors the profits of the year plus a part of their 
investment. There is no ex post facto action involved in recognizing 
that capital is not something permanent. If a stockholder should enter 
suit to enjoin the impairment of capital by such dividends it is possible 
that he might succeed in his enterprise, although the courts also have 
shown confusion in dealing with depreciation. 


University of Texas. SpurGceon Be 


The American Civic Federation has recently published Commission 
Regulation of Public Utilities, a Compilation and Analysis of Laws of 
Forty-Three States and of the Federal Government for the Regulation 
by Central Commissions of Railroads and other Public Utilities 
Traffic Service Bureau, Chicago, 1913, pp. 1284). This represents 
a part of the investigation which was planned for the federation by a 
committee known as the Department on Regulation of Interstate and 
Municipal Utilities. The detailed analysis of American statutes is 
arranged by states under chapter headings. These titles are as 
follows: Organization of Commissions; General Powers of Commis- 
sions; Basis of Rate-Making; Establishment and Change of Rates; 
Publicity of Rates; Discrimination in Rates of Service; Service; 
Safety of Operation; Accounts; Reports; Franchise; Stock and Bond 
Issues. Intercorporate Relations; Commission Procedure and Practice; 
and Enforcement. 

Apparently there is some question as to whether the investigation 
will result in anything more positive than this summary of existing 
law. Early in 1913 the department adopted a model bill for regulation 


to be introduced into the various state legislatures, in the hope that this 
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Labor 


RECOMMENDATIONS FOR UNEMPLOYMENT Statistics. In view of the 
inadequacy of unemployment statistics as they have in the past been 
collected, there is special interest in recommendations made by an 
expert committee representing the international associations for sta- 
tistics and for unemployment. The committee agree upon the impor- 
tance of adequately measuring a social phenomenon that is 
exceptionally liable to prejudiced estimate. They recommend a more 
frequent, general, and uniform gathering of statistics. With special 
reports before them, printed in La Statistique du Chémage (Travauz 
des Commissions Spéciales nommées par l'Institut International de 
Statistique et l’Association Internationale pour la Lutte contre le 
Chémage présentés par G. Von Mayr et Louis Varlez, Gand, Belgium, 
Société Coopérative “Volksdrukkerij,” 1913, pp. 186), they conclude 
that an occupational or industrial census, despite the faults incidental 
to it, is a necessary prerequisite to an estimate of the importance of 
unemployment. One chief source of imperfection, hitherto, has been 
that workmen hesitate to admit to the census taker that they belong 
to the unemployed. The question should be, “Did you work on 
(date)?” “For whom did yoy work?’ When the first question is 
answered negatively, the cause and circumstances of unemployment 
must be asked for. The usual census information (age, sex, etc.) must 
be secured for all the unemployed. If possible, local and regional 
inquiries should supplement the general census. 

The committee agree that the best device for measuring the fluctua- 
tions of unemployment and the percentage of persons unemployed 
is the collection of trade union unemployment statistics by the gov- 
ernment. In the United States only two or three states perform this 
function, These trade union figures are held to be more valuable 
than those for the number of days on which out-of-work benefit 
has been payable. All countries should use the same forms of 
question, and their inquiries should be detailed enough to permit 
grouping the unemployed according to occupation and locality. Only 
by periodic inquiries can a measure be found for casual labor, or 
resort to short-time arrangements. There is much in the report of the 
committee, partly printed in duplicate in English and German, which 
should interest officials planning to measure uremployment. 


R. W. Foerster. 


EMPLOYMENT IN IRON AND Steet INpustry. By a resolution of 
the United States Senate passed June 23, 1910, the Bureau of Labor 
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reader for the discussion of the relations of workmen with employers. 
Wages and hours of labor are the general subjects with special 
discussion of the seven-day week, the twelve-hour day, overtime, irreg- 
ularity of employment, time and methods of wage payment, trend of 
wages and relation of wages to costs and profit. Changes in conditions 
since the first section of the report was prepared are clearly indicated. 
[he introductory chapter is a very helpful summary of the volume. 

This report as a whole is noteworthy among government publications 
for three things: first, the humanitarian view point; second, the willing- 
ness to make definite recommendations; third, the presentation of 
material in a manner indicating a desire to reach and influence the 
general public. Especially noticeable is the strong argument for the 
introduction of the eight-hour day. 


G. P. Wyckorr. 
Grinnell College 


The Bureau of Mines has made an exhaustive study of Coal-Mine 
Accidents in the United States and Foreign Countries (Washington, 
Bulletin No. 69, pp. 102). This investigation, under charge of 
Frederick W. Horton, was begun in 1911. As far as possible the 
statistics are analyzed for the period 1896-1912, during which an 
increasing amount of coal was produced per man, and the increase in 
individual production was accompanied by greater risk. The report 
is supplied with numerous diagrams and well-digested tables, and a 
brief bibliography. 

Of interest also in connection with the subject of mining accidents 
is Mine-Accident Prevention at Lake Superior Iron Mines, by Dwight 
E. Woodbridge (Washington, Bureau of Mines, Technical Paper No. 
30, 1913, pp. 38). 

In the same series is to be noted Metal-Mine Accidents in the United 
States During 1912, by Albert H. Fay (Washington, Bureau of Mines, 
Technical Paper No. 61, pp. 76). 


The United States Department of Labor has issued Wages and 
Hours of Labor in the Cigar and Clothing Industries, 1911 and 1912 
(Washington, Sept. 2, 1913, Bulletin No. 135, pp. 80); and Wages 
and Hours of Labor in the Boot and Shoe, and Hosiery and Knit 
Goods Industries, 1890-1912 (Bulletin 134, pp. 112). 


In the Industrial Accidents and Hygiene Series, the Department of 
Labor has published Dangers to Workers from Dusts and Fumes, and 


Methods of Protection (Aug. 12, 1913, Bulletin No. 127, pp. 22; plates 
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inning industry, and special investigation of chemical, tobacco, and 


} 


rinting industries. 


The Labor Laws of New York State have been reprinted by the 


New York State Department of Labor (Albany, 1913, pp. 252). 


The Twenty-First Annual Report of the Bureau of Statistics and 
Information of Maryland (Baltimore, 300 Equitable Bldg., 1913, pp. 
222) devotes a substantial part of the document to child labor, making 


, comparison of conditions under the old and the new laws (pp. '4-47). 


In December, 1913, the Ohio Coal Mining Commission made its 
report to the governor of Ohio (Columbus, Ohio, 1913, pp. 70). This 
commission was appointed to investigate and report an equitable 
method of weighing coal at the mines and also protect the coal measures 
of the state. The commission took a large view of its instructions, 
and reports at considerable length in regard to the conservation of 
coal resources. A description is given of the methods of mining, from 
which it appears that there is enormous waste of coal. It is recom- 
mended that the whole system of operating mines be placed under the 
direct supervision of the Industrial Commission of Ohio, which should 
be given power gradually to introduce changes in the present system 
of mining, so as to secure a greater conservation of the coal resources 
Part 3 of the report is entitled “Screened Coal vs. Mine-Run System of 
Payment.” A history of the controversy is given, and the arguments 
of the miners and operators. It is recommended that the mine-run 
system be substituted for the screened-coal method. Professor M. B. 
Hammond, of the Ohio State University, was secretary of this com- 


mission. 


The New York Workmen’s Compensation Law has been reprinted by 
the New York State Department of Labor (Albany, 1913). The 
Insurance Department of New York has also prepared a digest, 
together with a summary of the law authorizing the formation of mutual 
compensation and insurance companies (pp. 24). The New York law 
applies only to so-called hazardous employments, which are enumerated. 
Settlements are made through a commission. Employers may insure in 
the state fund or in any authorized stock or mutual company, or furnish 
satisfactory proof of financial ability to pay. 


The new Connecticut Workmen’s Compensation Law has been re- 


printed in Bulletin No. 1, issued by the board of commissioners (pp. 
18). 


The experience of liability companies with the new workmen's 
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On the subject of workmen’s compensation is to be noted Digest of 
Workmen’s Compensation and Insurance Laws in the United States 
Oct., 1913), issued by the Workmen’s Compensation Publicity Bureau 
80 Maiden Lane, New York City). This digest is presented in 
convenient tabular form, comparing, under topics, the statutes in the 
several states. The bureau has also printed a text with analytical 
introduction of workmen’s compensation laws in nineteen states, which 


are supplied in sets for $2. 


The December, 1913, issue of the “American Labor Legislation 
Review” (vol. 3, no. 4) is devoted to Administration of Labor Laws. 
This contains chapters on Progressive Tendencies in Labor Law Ad- 
ministration in America, Scientific Standards, Diversity of Enforce- 
ment, Duties and Organization of Departments, and Directory of State 
Bodies Administering Labor Laws. Under the latter heading separate 
classifications are given for bureaus of labor and factory statistics, 


workmen’s compensation commissions, and minimum wage commissions. 


The H. W. Wilson Company has recently published a pamphlet in 
the Abridged Debaters’ Handbook Series entitled Selected Articles on 
Minimum Wage, compiled by Mary K. Reely (1913, pp. 48). This 
includes briefs of arguments in the affirmative and negative, a 4-page 
bibliography, and 30 pages of reprints of articles. 

Further information in regard to English experience may be found 
in a pamphlet 4 Consideration of the Minimum Wage, published by 
the Department of Social Economics of the London Municipal Society 
(2 Bridge St., Westminster, S. W., Jan. 1914, pp. 12). 


The British Board of Trade has published Report on Strikes and 
Lockouts, and Conciliation and Arbitration Boards in the United King- 
dom in 1912, with comparative statistics (1913, pp. lvi, 160). The 
principal strike in 1912 was that in the coal-mining industry. 

The Department of Labour of Canada has published an exhaustive 
Report on Strikes and Lockouts in Canada from 1901 to 1912 (Ottawa. 
1913, pp. 279). It is estimated that the annual loss to the country on 
account of strikes is about $1,500,000, and that about 3 per cent of 
the wage-earners of the country are annually involved. Some compari- 
son is made with other countries. The statistical tables are illustrated 
with charts. 


Money, Prices, Credit, and Banking 
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units’ as against 450,000,000,000 units in 1912. Prices fell from 
105.3 per cent to 103.5 per cent of the level of 1909, the assumed base 
year. The quantity of money in circulation (i.e., outside of the United 
States Treasury and the banks) and the deposits subject to check 
prove to be very slightly greater than in 1912. 

These figures confirm the prevailing impression that the year 1912 
was a year of contraction rather than expansion. The shrinkage in 
activity of bank accounts is characteristic of a period of liquidation 
following a crisis or a tight money market. 

It would not be exaggerating to say that from the middle of 1913 
to the present we have been passing through a mild crisis with liqui- 
dation still going on. The liquidation may be expected to be suffi- 
ciently complete soon to justify beginning a new period of expansion. 
It seems reasonable to expect that the year 1914 will then show a 
resumption in the growth of most of the factors in the equation of 
exchange. 

The tariff act, it is true, may operate to produce a so-called “un- 
favorable” balance of trade and to cause an export of gold, which 
would tend to lower the general level of prices in the United States. 
The currency act on the other hand seems likely to stimulate bank 
deposits and so tend to raise prices. In view of these and other 
considerations, it does not seem likely that the general scale of prices 
in 1914 will vary materially from the level of 1913. 


IrnviNG FisHer. 


The Sources of Rural Credit and the Extent of Rural Indebtedness, 
by George K. Holmes (Reprinted from the Bulletin of Economic and 
Social Intelligence, vols. 28 and 29, Rome, International Institute of 
Agriculture, 1913, pp. 46; published also in French) is a useful 
summary of much of the very incomplete data at present available on 
the subject of agricultural credit facilities and needs in the United 
States. 

Part I is a compilation, largely statistical, of the chief facts con- 
cerning the character and extent of farm mortgage indebtedness in 
the United States before 1912. Totals are summarized in tabular form 
for different geographical sections. On the basis of very incomplete 
data the author estimates for 1910 the probable amount of the agri- 
cultural debt of the farmers of the United States at $5,000,000.000, 
exclusive of the comparatively small debt of agricultural laborers. 
commerce. We shall then be able to reach a closer approximation to the 
truth as to the statistics of the equation of exchange. 


*Each “unit” of trade is any quantum of goods worth one dollar reckoned 
at the prices of 1909, the assumed base year. 
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extent the testimony of different people in the same neighborhood is 
conflicting on the different topics. 


E. W. KeEMMERER. 


The first part of the report of the two commissions sent abroad last 
year to make an investigation of Agricultural Codperation and Rural 
Credit in Europe has been promptly issued (Sen. Doc. No. 214, 63 
Cong., 1 Sess., 1918, pp. 916). This volume contains the evidence 
gathered at conferences and by “Juries of Inquiry.” It is announced 
that part 2 will be published later and that a full bibliography is being 
prepared which will be available for the use of students. The material 
in the present report is arranged by countries and has been intelligently 
edited so as to serve readers interested in the topics covered. 

Further pamphlet literature on the subject of agricultural credit to be 
noted are The German Farmer and Codéperation, a report of F. J. H. 
von Engelken, the Florida member of the American Commission (Sen. 
Doc. No. 201, 63 Cong., 1 Sess., 1913, pp. 18); Some Methods of 
Financing the Farmer, by Gordon Jones, also a member of the commis- 
sion (Sen. Doc. No. 212, 63 Cong., 1 Sess., pp. 15); Third Annual 
Report of the Jewish Farmers’ Coéperative Credit Unions (New York: 
Jewish Agricultural and Industrial Aid Society, 174 Second Ave., pp. 
4); Die Landschaft, by David Lubin, published by the Internationa! 
Institute of Agriculture (pp. 24); and Coédperative Rural Credit in 
Canada, a letter by Mr. Lubin on the recommendations of the Sas- 
katchewan Commission (International Institute of Agriculture, Nov. 
17, 1913, pp. 8). 


Beginning with December 1, 1913, the daily statement of the 
federal Treasury has contained a “Paper Currency Statement,” in 
which the outstanding amounts of all kinds of paper money in circu- 
lation are stated. 


A subcommittee, Hon. Robert J. Bulkley, chairman, of the House 
Committee on Banking and Currency is taking testimony on the sub- 


ject of rural credits, which is being published in a series of hearings. 


The Department of Agricultural Economics of the University of 
Wisconsin is making a study of farm credit in Wisconsin. The plan 
is to investigate carefully the facts in at least two counties: one 
in an old settled district; the other in a newly settled district. The 
inquiry is being made by personal canvass of places of business where 
the farmer receives credit, a statistical study of all recorded evidences 
of credit, and, to a limited extent, a canvass of the farmers themselves, 


The work is in charge of Professor B. H. Hibbard, 
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(Lansing, State Banking Department, pp. 16). There has been issued 
a new printing of the Kansas Banking Law, 1913. This includes th 
bank depositors’ guarantee law and a summary of Kansas corporation 
laws (Topeka, Charles M. Sawyer, bank commissioner, 1913, pp. 63). 
The Laws of the State of Illinois Governing Corporations with Bank 
Powers and Trust Companies, Auditor’s Edition, 1913 (James J. 
Brady, auditor of public accounts, Springfield, Ill., pp. 14) has also 


been issued. 


Recent reports of state bankers’ conventions have been received: 

Proceedings of the Twenty-Second Annual Convention of the Illi 
nois Bankers’ Convention, 1912 (Richard L. Compton, secretary, 1030 
The Rookery, Chicago, pp. 309), in which there is an address by 
J. N. Dolley, on “blue sky” legislation in Kansas; 

Proceedings of Arizona Bankers’ Convention, Ninth Annual Session, 
1912 (M. Goldwater, secretary, Prescott, Arizona, pp. 138) ; 

Proceedings of the Nineteenth Annual Convention of the Wisconsin 
Bankers’ Convention, 1913 (Geo. D. Bartlett, Milwaukee, pp. 184) ; 

Twenty-Sizth Annual Convention of the Michigan Bankers’ Asso- 
ciation, 1912 (H. M. Brown, secretary, Ford Bldg., Detroit, pp. 243) ; 

Proceedings of the Tenth Annual Convention of the New Jersey 
Bankers’ Association, 1913 (William J. Field, secretary, Jersey City, 
pp. 227); 

Proceedings of the Twentieth Annual Convention of the Virginia 
Bankers’ Association, 1913 (Walter Scott, secretary, Farmville, Va., 
pp. 404), in which there is a brief address by Senator Owen on the 
proposed currency legislation with informal discussion by members; 

Proceedings of the Twentieth Annual Convention of the South Caro- 
lina Bankers’ Association, 1913 (Lee G. G. Holleman, secretary, An- 
derson, S. C., pp. 187), in which is to be noted an address on “Rural 


Banks and Currency Reform,’ by C. H. Davis. 


The Agricultural Commission of the American Bankers’ Association 
has begun the publication of a monthly, entitled The Banker and 
Farmer, “reviewing the bankers’ activities for a better agricultural and 
rural life.” The first issue, December, 1913, contains brief articles 
on agricultural credit, by B. F. Harris, and a lesson from the Ohio 
Building Association, by K. V. Haymaker (First National Bank Build 
ing, Champaign, IIl.). 


The British Board of Trade has published Report of an Inquiry into 
Working-Class Rents and Retail Prices, together with the Rates of 
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entitled The Federal Income Tax Law, written by Luther F. Speer 
(the official in direct charge of the administration of the law), and 
published by the Corporation Trust Company of New York, in October 


last. 


The Treasury Department has issued a reprint of The Tariff Act of 
October 3, 1913, with Index (Washington, pp. 152). 


Senate Document 163 (63 Cong., 1 Sess., August 13, pp. 64) is 
devoted to information relating to the T’aring of Government Property 
in the Leading Countries of the World. The report is made up of a 
series of letters from diplomatic and consular officers of our govern- 
ment. Especially to be noted are translations of German laws, cover- 


ing some 45 pages. 


The Annual Report of the Secretary of the Treasury for the Fiscal 
Year 1913 (Washington, pp. vi, 195) devotes two pages to the opera- 
tions of the Treasury Department in making deposits for crop-moving 
in 1913, when commercial paper for the first time was accepted as 


security for deposits in national banks. 


The Proceedings of the Eighth Annual Convention of the National 
Association of Comptrollers and Accounting Officers, held at Chatta- 
nooga, Tennessee, June 5-7, 1913 (George M. Rex, secretary, Provi- 
dence, pp. xix, 79), contains an address by C. F. Gettemy, of Massa- 
chusetts, on “New Legislation for the Regulation of Municipal In- 
debtedness in the State of Massachusetts,” and an address by W. A. 
Prendergast on ““The Collection of Arrears of Taxes and Assessments- 
New York’s New Law and How it Operates.” 

The Insurance Department of New York has published a 1914 edi- 
tion, Fees and Tares Charged New York Insurance Companies by In- 


surance Departments of other States (Albany, 1913, pp. 49). 


In the note on “The National Tax Conference” in the December 
Review the statement is made that in the new tax law of Ohio, which 
provides for central appointment and supervision of assessors, the ap- 
pointments were not put under civil service regulation. In reference 
to this, Professor O. C. Lockhart writes as follows: 

“It is true that the tax act did not itself make this provision but it 
is also true that the Friebolin bill, passed about the same time, put 
all state and county employees under civil service rules. The original 
appointment of district assessors was not indeed under the civil service 


law, which was not yet in force; but under the terms of the civil ser- 
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A brief but incisive statement of the beneficial effect of the organi- 
zation of a state board of health in Pennsylvania, in lowering the 
death-rate is to be found in Mortality Statistics of Pennsylvania (Sen. 
Doc. No. 1000, 62 Cong., 3 Sess., Dec. 27, 1912, pp. 14). 

Mr. Max J. Kohler has reprinted from the “Jewish Comment” an 
address read before the Eastern Council of Reform Rabbis (October 
20, 1913) on The Immigration Problem and the Right of Asylum for 
the Persecuted (pp. 36). The author is averse to the restrictive policy. 
In favor of restriction is Bulletin No. 64 of the Immigration Restric- 
tion League, entitled The Crises in our Immigration Policy, by Robert 
DeC. Ward (pp. 25). Mr. Kohler deals rather with the political as- 
pects of the question, while Mr. Ward is more especially concerned with 


eugenic problems. 


From the Bureau of the Census has appeared Financial Statistics of 
Cities Having a Population of over 80,000, 1911 (Washington, 1918, 
pp. 401). 

Insurance 

THE SupREME Court AND INsurance. It has long been hoped by 
many interested in insurance that it could be freed from the regulation 
of the states and given over to regulation by the federal government. 
Since the development of regulation of various businesses by the 
states, insurance has greatly suffered because there has been little 
uniformity in the various state laws, and yet the business of no 
important company is confined to one state. Great expense has 
been incurred in conforming to the numerous requirements of the 
different states. Federal regulation has not been possible because the 
Supreme Court has held that insurance is not interstate commerce. 
Many insurance officials have believed that it is, and have hoped 
to see a case clearly presented to the court. Much hope has also 
been encouraged by the argument that the changed personnel of the 
court and the developed regulation of business by the federal govern 
ment would secure a favorable decision by the Supreme Court. 

However, the recent decision in the case of the New York Life 
Insurance Company v. Deer Lodge County, Montana, seems to dis- 
pose of the question. The points at issue were so clear, as to leave no 
doubt of the court’s decision being that insurance is not inter- 
state commerce. Montana enacted a law requiring every insurance 
corporation to pay an annual tax upon the excess of premiums received 


over losses and ordinary expenses incurred within the state. The 
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which deals with every article would have one character while its neighbor, 


1umble in the variety and extent of its stock, would have another. 


Nor does the 
use of the mails determine anything. 


The transfer of real estate may be nego- 
ited through the mails. 

The fact that policies are subject to loans, sale, and transfer does 
not make insurance commerce, because “‘this is a use of them after their 
creation, a use by the insured, not by the insurer.” 

Nothing remains for the insurance officials but to continue their 


efforts to secure greater uniformity in the state laws 


governing the 
business. 


W. F. Gepnuarr. 
Washington U nive rsity, St. Louis. 
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Incidently the reviewer reviews controversies on the subject in which 

he himself has taken part, and vigorously reaffirms his own views. 

Scumo.iier. Die Hetze von Alexander Tille und Konsorten gegen Luio 
Brentano. Schmollers Jahrb., No. 3, 1913. Pp. 17. 

An article on Brentano's social and economic views, suggested by the 
successful effort made by Brentano in 1912 to silence by legal process 
certain detractors who were misrepresenting his views on labor and 
wage questions. Closes with a glowing tribute to Brentano the man. 
SCHWIEDLAND, E. Art technique et économie politique. Rev. d’Econ. Polit., 

Sept.-Oct., 1913. Pp. 10, 
Smirn, J. A. On some fundamental notions in economics. Econ. Rev., Oct., 
1913. Pp. 16. 

Reflections on a portion of Marshall's Principles. 

Srerren, G. F. Den ekonomiska samhallsuppfattningen hos Platon, Rousseau 
och @uesnay. Ek. Tids., No. 10, 1913. Pp. 18. 

A comparative study of the ideas of Plato, Rousseau, and Quesnay 
on the economic basis of social organization. 

Strrren, G. F. Den ekonomiska samhdllsuppfattningen hos Saint-Simon. Ek. 
Tids., No. 11, 1913. Pp. 21. 

The economic basis of society according to Saint-Simon. 

Wicksetr, K. Vilfredo Paretos Manuel d’économie politique. Zeitschr. f 
Volkswirtsch., No. 1, 1913. Pp. 20. 

Wicksell, who in 1897 and 1899 published his criticisms of Pareto’s 
Cours d’Economie Politique, now states at length his views on the same 
uuthors Manuel d’Economie Politique which is the French translation 

1909) of the Italian original published in 1906. 


Economic History, Foreign 
(Abstracts by Clive Day) 
Artix, E. La rivalité entre la propriété fonciére et la fortune mobilére sous 
la Révolution. Rev. d’Hist. Econ., No. 3, 1913. Pp. 51. 

A stimulating study on the relations of economic to social and politi- 
cal theory, in the transition from the physiocrats to the political econ- 
omy of J. B. Say. “C’est la politique des vingt derniéres années du 
dix-huitiéme siécle qui explique l'économie politique des vingt prem- 
iéres années du dix-neuviéme.”’ 

Betocn, K. J. Die Volkszahl ale Faktor und Gradmesser der historischen 
Entwicklung. Hist. Zeitschrift, No. 2, 1913. Pp. 17. 

An interesting contribution to what may be called the theory of 
economic history, by an author distinguished for his researches in the 
population of antiquity. 

Bropnitz, G. Englische Wirtschaftsgeschichte. Jahrb. f. Nat. Oek., Sept., 
1913. Pp. 12. 

A review, from a competent critic, of recent works on the subject; 
it ean be recommended to economists who seek a survey of books which 
may be used as manuals. 
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Marriott, J. A. R. The evolution of the English land system. Fortn. Rev., 
Sept., Oct., Dec., 1913. Pp. 15, 14, 16. 

A sketch of the agrarian revolutions of the fourteenth, sixteenth, and 
eighteenth centuries, evidently evoked by the present English agitation 
over the land laws, and written with a manifest Tory bias, following 
Prothero and opposing the Hammonds. 

MissaLekK, E. Die dltesten Formen der slavischen Siedlung. Hist. Zeitschrift., 
No. 3, 1913. Pp. 5. 

A summary of the conclusions of the Polish historian, Balzer, which 
would greatly modify the current views, as expressed by Meitzen. 
Balzer asserts that the Runddorf was not a specifically Slavic form, 
but is peculiar to a restricted area; that the Strassendorf was not im- 
ported by the Germans, but was more common among the Slavs than 
the Runddorf, and was preceded by Einzelhofe which expanded into it. 
pe Novvion, G. La situation financiére et économique du Japon. Journ. des 

Econ., Nov., 1913. Pp. 6. 

Condensed statement from the official Japanese year-book. 

Payen, E. Les progrés de Vindustrie textile en France depuis cinquante ans. 
L’Econ. Fran¢., Oct. 18, 1913. Pp. 3. 


Porrer, L. Die Volkswirtschaft Aegyptens in weltwirtschaftlicher Beleuchtung. 
Weltwirtsch. Archiv, Oct., 1913. Pp. 34. 

A study of the conditions of production and exchange in Egypt which 
warrants its title, and gives a good example of the aims of the new 
review in which it appears. 

Sanper, P. Fiir und wider den hofrechtlichen Ursprung der Ziinfte. Hist. 
Vierteljahrschr. Aug., 1913. Pp. 11. 

A comparison and criticism of the studies of Miiller and Gallion, 
which have already been noticed in this Review. 

Scumipt, C. Les débuts de l'industrie cotonniére en France 1760-1806. Rev. 
d’Hist. Econ., No. 3, 1913. Pp. 36. 

An important contribution, by a French archivist, to the history of 
the industrial revolution in France, tracing the career of Holker and 
the introduction of the new machinery from England. 

Scuuttze, J. Zur Getreidepolitik in Hessen unter Landgraf Philipp dem 
Grossmutigen (1518-1567). Vierteljahrschr. f. Soc. u. Wirtschaftsgesch., 
No. 1-2, 1913. Pp. 26. 

Scorr, W. R. The trade of Orkney at the end of the eighteenth century 
Scottish Hist. Rev., July, 1913. Pp. 8. 

A graphic description, based on a merchant’s letter-book, and in- 
teresting particularly for the light it throws on the struggling system, 
and the methods used to settle foreign indebtedness. 

Serricern, G. Handwerk und Hofrecht. Hist. Vierteljahrschr., Oct., 1915 
Pp. 48. 

Stimulated by Sander’s article above, but more elaborate. Baldly 
stated, Seeliger’s conclusion is that professional handicraft did grow 


not de Ve lop from 


the justices 


of the 
No. 3, 1913. Pp. 31 
t wage assessment 
ted considerable evi 
er the pe riod 1563 
The thread indu 
Lt 
Interessenorgan 
wing the régim: 
I rticular stress on 
{ ( nt branches of pro 
Una! Wc 


tiek De Economist 
\ 


teenth centurv: com 
r 
WaRNACI Jahrb. f. Nat. Ock., 
under 


tr 
n the form usua 
VV A rJ I 


r lernen 


Kolonisation 
> 
1913. Pp. 31. Ps 
ina : 1 on the facts. 
( her au milieu du 
XVIII 1e Siécle, Apr., 1913. 
Statist rs or more, according _ 
to the of 
Die Wi } thre 19 Jahrb. f. Nat S™ 
Oek., S 
A brief su Sr 
Tol 
I k.. Dec.. 1913 Tr 
An n of water-power fran 
chises, ¢ ntroversy. Opponents of mi 
leasing svst ted rights even though 


[ March 
i 
I 
4 
a 
K 
Lt 
ot 
it V 


1914] Economic Geography 233 


Graves, H. S. The national forests and development of natural resources. Pro. 
Am. Min. Cong., Nov. 25-29, 1912. 

Clear statement of the issue between those who favor and those who 
oppose turning the remaining natural resources over to large private 
interests. 

Hermericn, F. Die Sozialwirtschaftsgeographi (Grundsdtzliches und Litera 
tur). Weltwirtsch. Archiv, Oct., 1913. 

Historical and theoretical discussion of the relation of geography and 
economics, apropos of Harm’s Volkswirtschaft und Weltwirtschaft. 
Junost, E. 50 Jahre oberschlesischer Eisenindustrie in statistischer Darstel- 

lung. Gluckauf, Aug. 30, 1913. Pp. 35. 

Detailed study dealing largely with technical matters, but covering 
also questions of cartels and wages. 

KersHaw, J. B. C. The growth of the world’s copper mining industry in the 
years 1898-1912. Met. & Chem. Engg., Nov., 1913. 

Increased nearly 400 per cent from 1898 to 1912. Tables and dia- 
grams show rank of countries, leaders being United States, Mexico, 
and Japan. 

Leroy-Beautiev, P. La production et la consommation du coton dans le monde: 
la consommation. L’Econ. Franc., Nov. 22, 1913. 

Demand for raw cotton is outrunning supply, causing a small margin 
of profit to mill owners, and checking development of the cotton indus- 
try. Cotton culture should be pushed in European colonies. 
Leroy-Beavuiev, P. La production et la consommation du coton dans le monde: 

la production. L’Econ. Fran¢., Nov. 15, 1913. 
Parker, E. W. The costs and profits in coal mining. Am. Min. Cong., Nov. 
1, 1913. 

Neither anthracite nor bituminous mines are really profitable, leav- 
ing out question of rates on railroads which control mines. 

Pettannd, A. Les pécheries de la gaspésie. Rev. Econ. Canadienne, Oct., 1913. 

Historical rather than economic sketch of the development of fisher- 
ies, especially during the latter part of the eighteenth and early part 
of nineteenth century, with quotations from letters of the Robin firm. 
Smiru, G. O. The disposition of natural resources. Bull. Am. Inst. Min. 

Engrs., Oct., 1913. 
Srerse, J. G. Transportation conditions in Alaska. Rev. Rev., Jan., 1914. 
Pp. 6. 

Good summary of present economic conditions. Proposes new 
route. 

Tuomas, E. H. Alaska—a future empire. Rev. Rev., Jan., 1914. 

Brief statement of value of products with plea for opening of coal 
mines. 

Varriern, C. and Ecuecarat, N. Iron ore resources of Chili. If Ir. & Coal 
Trade Rev., Sept. 5, 1915. 
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Leroy-Beavutiev, P. La production et la consommation de la soie dans le 

monde. L’Econ. Franc., Nov. 8, 1913. 

The raw silk industry has been practically stationary in France and 
taly for the last 20 years, in consequence of the competition of the 
more profitable grape culture and other forms of agriculture. The 
Levant and particularly Asia have shown a substantial increase in 
production. 
Myers, M. S. Statistical review of Manchuria’s commerce. Daily Cons. & 

rrade Repts., Nov. 25, 1913. 


Rurrer, F. R. Need for study of foreign trade-mark and patent laws. Ex- 
porter’s Rev., Nov., 1913. 

In the United States use, not registration, gives title to a trademark, 
the registration merely furnishing a convenient means of proving title. 
In numerous foreign countries title depends upon registration. Lack 
of attention to foreign trademark regulations has caused serious em- 
barrassment to American exporters. 


Seecer, W. Die Messe in Nischny-Nowgorod. Jahrb. f. Nat. Oek., Sept., 1913. 
The organization of the great fair at Nigni Novgorod and its im- 
portance for domestic and foreign trade is interestingly and carefully 
explained. The opening of the Siberian railroad and the employment 
of resident agents by West European firms has tended to divert the 
international trade to Moscow, where it is carried on continuously 
throughout the year. On the other hand, because of the increase in 
population in central Russia, the system of land ownership, methods 
of community trade, cheap water transportation on the Volga, and the 
reluctance of the Russians to purchase from description or sample, 
the domestic trade has continued to prosper. Cotton goods and hides 
are the leading articles of trade. 
Sevin, L. Die politische Neuordnung auf dem Balkan und der deutsche Aus- 
senhandel. Schmollers Jahrb., No. 4, 1913. 

From a comparative analysis of the foreign trade statistics of the 
Balkan states and European Turkey, attempts tu foretell the effect of 
the recent war on German trade. Optimistic. 

Tower, W. S. Notes on the commercial geography of South America. Bull. 
Am. Geog. Soc., Dec., 1913. 


Draws conclusions regarding the trade prospects of South America. 


K. Die Verschiebung des wirtschaftlichen Krafteverhdltnisses zwischen 
England und Deutschland. Zeitschr. f. Volkswirtsch., No. VI, 1913. 

Discusses the reasons for the earlier development of the capitalistic 
form of industry in England and the growth of German competition. 
Germany has a larger but poorer population, forced to work more in- 
tensively but more cheaply. It is placing a rapidly increasing quantity 
of cheap goods on the market, and in its export trade will soon surpass 
England. But England’s political control of foreign markets and the 
specialization of its industries and refinement of its products will en- 
able it to maintain the volume of its export trade. Their trade, there- 
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Arnotp, B. J. Report on the Chicago railway terminal situation. Engg. News, 
Dec. 4, 1913. Pp. 3. 

Bettet, D. La politique des voies d'eau aux Etats-Unis. Journ. d. Trans- 
ports, Nov. 29, 1913. Pp. 21%, 

Corson, M. C. Movement of prices and railway rates. Ry. Age Gaz., Nov., 
14, 1913. 

The upward trend of prices compels increases in railway rates all 
over Europe. 

Conant, C. A. Relation of railway charges to the supply of money and capital. 
Ry. & Engg. Rev., Dec. 20, 1913. Pp. 2. 

Discusses the movement of railway freight earnings as interpreted 
in terms of purchasing power. 

Detano, F. A. The Chicago plan, with particular reference to the railway 
terminal problem. Journ. Pol. Econ., Nov., 1913. Pp. 13. 

The president of the Monon lays down certain general principles 
which should be observed in the readjustment of the railway terminals 
of the city. 

Dunn, S. O. The railway employee and the railway patron. Ry. Age Gaz., 
Dec. 5, 1913. Pp. 31%. 

It is just as much the duty of the public to check members of the 
railway brotherhoods, when unreasonable and unfair, as the officers 
and stockholders of the railways. 

Epwarps, W. H. Das Anlagekapital der nordamerikanischen Kisenbahnen und 
seine Beziehungen zum Reinertrage. Archiv f. Eisenbahnw., Aug.-Sept., 
Sept.-Oct., 1913. Pp. 78. 

Attempts to show by tables and curves the relation of the admissable 
capitalization of American railways, in each year of the past two de- 
cades, to their actual capitalization and net income. 

Earon, J. S. The indirect result of national railway valuation. Engg. Mag., 
Nov., 1913. Pp. 8. 

Survey of the difficulties to be overcome by the Interstate Com- 
merce Commission in its valuation. Physical value should not be em- 
phasized at the expense of intangible value. 

Emery, J. A. Statistical units used in analysis of electric railway accounts. 
Elec. Ry. Journ., Oct. 16, 1913. Pp. 3. 

Discuss value of various units upon which operating expenses 
may be averaged. 

Gipson, T. and McEnroy, C. F. The case of the railroads. I-IV. Moody’s 
Mag., Oct., 1913-Jan., 1914. Pp. 17. 


Attempt to show that the value of most railroad securities is greater 
than generally believed, and that “poverty” arguments of railways are 
not justified. 

Harris, H. P. London traffic problem. Munic. Reform Pamph., Nov. 24, 1913. 
Pp. 19. 


A speech before the London Municipal Society in favor of the rec- 
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A discussion of the difficulties involved in the determination of 
railway value. 

Riptey, E. P. Letters to Clifford Thorne on possible savings under govern- 
ment ownership. Ry. Age Gaz., Nov. 28, 1913. Pp. 2. 

Criticizes the statistical errors made by Mr. Thorne in his discus 
sion at the recent convention of the National Association of Railroad 
Commissioners. President Ripley says that government ownership 
would be a blessing to the owners of railway securities but not to the 
American people. 

Rocers, L. The extension of federal control through the requlation of the 
mails. Harvard Law Rev., Nov., 1913. Pp. 18. 

While a plenary power over the mails has been recognized in Con- 
gress, the attitude of the courts would seem to indicate that the power 
of Congress cannot be extended to arbitrary limits. 

D. H. S. Is there a case for railway nationalization? Bankers Mag. (London), 
Oct., 1913. Pp. 10. 

An adverse criticism of the proposal to nationalize English railways. 
Sreese, J. G. Transportation in Alaska. Rev. Rev., Jan., 1914. Pp. 7. 

The importance of the development of wagon roads is emphasized. 
An expenditure of $7,250,000 is needed during the next ten years. 
Taytorn, S. W. The Minnesota rate case. Harvard Law Rev., Nov., 1913. 

Pp. I3. 

Failure of Congress to act leaves each state free to establish reason- 
able maximum intrastate rates for interstate carriers, although the 
existing relations between intrastate and interstate rates may be dis- 
turbed thereby. 

Ir'nomrson, S. Railroad borrowing since 1900. Ry. World, Nov., 1913. Pp. 2. 

During the last dozen years there has been a marked movement from 
3 to 4 per cent bonds to those bearing 4 to 5 per cent interest. 

Wattace, J. F. Proposed development of Chicago railway facilities. Ry. Age 
Gaz., Oct. 24, 1913. Pp. 4. 

Witcox, D. F. and others. Report of franchise committee of National Munici- 
pal League. Elec. Ry. Journ., Nov. 22, 1913. P. 1. 

While municipal control of public utilities is desirable in certain 
matters, general jurisdiction should be exercised by the state public 
service commission. The time is ripe for the recognition of the amorti- 
zation of capital in all franchise contracts. 

Wittarp, D. Address on increase of freight rates. Greater N. Y., Nov. 3, 
1913. Pp. 3. 

Further investment is halted and development is at a standstill. 

Wuson, H. R. State purchase of railways in Great Britain. Engg. News, 
Dec. 4, 1913. P. 1. 

A British royal commission has been appointed to inquire into the 
relationship between the railway companies of Great Britain and the 
state in respect of matters other than safety of working and conditions 
of employment, and to report what changes, if any, are desirable in 
that relationship. 
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Maps of railroad valuation. Ry. & Engg. Rev., Nov. 1, 1913. 
A question of expense in connection with the valuation being made by 


the Interstate Commerce Commission. 


Ur Dalrymple "3 impressi ns of his visit. Elec. Ry. Journ., Oct. 25, 1913. Pp .. 


Various comments upon American street car conditions. 
Railway construction in 1913 Ry. Rev., Jan. 3, 1913. Pp. 4. 

Details are given for each state. The amount of construction is the 
smallest in 5 years. 

Railway statistics. Archiv f. Eisenbahnw., Sept.-Oct., Nov.-Dec., 1913. 

Sept.-Oct.: Australia (1911), Denmark (1911-12), France (1910), 
Norway (1911-12), Servia (1911), Spain (1909), Sweden (1911); 
Nov.-Dec.: Belgium (1911), Bulgaria (1910), Hungary (1911), 
Rumania (1912), Switzerland (1911). 

Report of committee on railway capitalization. Elec. Ry. Journ., Nov. 1, 1913. 
Pp. 114. 

Recommends that power be granted to the Interstate Commerce Com- 
mission to control the issue of stocks and bonds by interstate carriers. 
San Francisco municipal railway. Elec. Ry. Journ., Oct. 11, 1913. Pp. 3. 

Of main interest are the figures of cost of reconstruction and 
operation. 

Statistics of electric railway properties. Elec. Ry. Journ., Oct. 25, 1913. Pp. 6. 

Capital and revenue of some 60 or more companies grouped in 
different ways to show their varying conditions. 

Studies in operation—the Chesapeake § Ohio. Ry. Age Gaz., Dec. 5, 1913. Pp. 5. 

An increase in 187 tons in train load in two years; but despite this, 
expenses have increased out of proportion to gross earnings. 

The waste in railroad service. N. Y. Times Annalist, Nov. 24, 1913. Pp. 1¥, 

Particularly in the movement of high-class freight. 

Les avances du trésor aux chemins de fer de l'état. Journ. d. Transports, 
Dec. 13, 1913. P. 1. 

The financial situation of the French government is complicated by 
the heavy advances made by the treasury in providing funds for capital 
expenditures of the state railway system. 

Les chemins de fer belges. II. Journ. d. Transports, Oct. 4, 1913. Pp. 11%. 

This concluding section is devoted to the consideration of the second- 
ary lines and of the relations between rail and water transport. Water 
competition is by no means a purely academic question in Belgium. 
Chemins de fer électriques. Journ. d, Transports, Jan. 3, 1914. Pp. 3. 

Les chemins de fer francais. Journ. d. Transports, Oct. 4, 1913. Pp. 1%, 

A convenient summary of the development of railway mileage in 

France, with some additional reference to financial growth. 


La congestion de réseau prussien en 1912. Journ, d. Transports, Nov. 22 


1913. Pp. 3. 


i 
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presented in the balance sheet whether purchased or not. Shows how 

goodwill may be evaluated in practice. 

Beve, G. Valuation of railroads. Ry. & Engg. Rev., Oct. 18, 1913. Pp. 2. 
Points out the difficulties in the government valuation of railroads. 

Emphasizes the difference between cost and value. Holds that the 

final valuation can be only tentative, and cannot be used as a basis for 

practical rate making. 

BurrerrieLD, W. J. Notes on the worsted industry. Accountant, Oct. 18, 
1913. Pp. 27. 


Includes the accounting of the manufacturing processes. 


ish, W. Gas accounts and finance, with a sketch of the history of the in- 

dustry. Accountant, Oct. 18, 1913. Pp. 10. 

Summarizes the chief acts of Parliament regulating capitalization, 

rates, and profits. 

Cuurcn, A. H. Bonus systems and the expense burden. Engg. Mag., Nov., 
1913. Pp. 10. 

The bonus systems proposed by Gantt and Emerson, based in each 
case upon a standard day's work, are compared with earlier premium 
systems. The incentive to extra effort is more direct and greater, and 
the result more measurable. The effect of the expense burden upon 
work costs is not much different. Illustrative diagrams are presented. 
Durry, C. N. Economics of the Cleveland railway situation as developed in 

the 1913 arbitration decision. Elec. Ry. Journ., Oct. 15, 1913. Pp. 4. 
Eaton, J. S. The indirect results of national railway valuation. Engg. Mag., 
Nov., 1913. Pp. 8. 

Believes that the cost of production principle will result in unfairness 
to the investor and will check railroad building. 

Eaton, J. S., Howarp, C. P., and others. Physical valuation of railroads. 
Pro. Am. Soc. Civ. Engrs., Sept., 1913. Pp. 22. 

A discussion of a paper by W. J. Wilgus on the above subject, 
holding that the valuation for rate making should be cost of reproduc- 
tion new, with no allowance for depreciation. 

Eccieston, D. C. Accounting system for a municipal hospital. Journ. Ac- 
count., Nov., 1913. Pp. 5. 

Evxins, A. F., Cavanaucnu, H. B., Hixson, L. T. Meeting of Central Elec- 
tric Railway Accountants Association. Elec. Ry. Journ., Dec. 20, 1913. 

A summary of three papers: (1) “Some essentials of public service 
accounting, emphasizing personal qualities.” (2) “The federal income 
tax law as applicable to electric railroad corporations.” and (3) “The 
new federal income tax law.’ The last two papers discuss especially 
the accounting problems connected with the law. 

Emery, J. A. Statistical units used in analysis of electric railway accounts. 
Elec. Ry. Journ., Oct. 16, 1913. Pp. 3. 


Reviews the principal units and compares their relative advantages 
and disadvantages. Favors the “seat mile’’ as the best single unit. 
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Macre, H. C. The accountant’s relation to inventory. Journ. Account., Dec., 
1913. Pp. 14 
Points out tendency to hold auditors more strictly responsible for 
the accuracy of an inventory. 
Nay, | Uniform methods of railway accounting. Journ. Pol. Econ., Dec., 
1913. Pp. 31. 
Recounts the work of the Association of American Railway Account 
ng Officers, and discusses the work of the Interstate Commerce Com 
mission in prescribing uniform revenue, expense, and _ property 


iccounts. 


PLAYER, G. P. Depreciation, obsolescence and inadequacy. Tel. Engr., Nov., 
1913. 

Reev, FE. W The theory of reproduction applied to railway rights of way 
ind station grounds. Eng. & Con., Sept. 3, 1913. Pp. 3. 


Allowance above the fair value of surrounding land should be mad 
to cover buildings that would have to be destroyed, plots of land that 
would be cut up, ete. lor these reasons, railroads have to pay mort 
than ordinary fair prices for land. 

Rixer, E. W. The need of common-sense cost systems for the foundry. Am 
Found. Assn., Oct., 1913. 


Rosecrantz, C. M. Other elements of value than franchise values Flec. Ry 
Journ., Oct. 16, 1913. Pp: 3. 

Considers especially going value as an element in the valuation for 
rate making in public utilities. 

Sarrers. FE. A. Depre ciation reserves vs. depreciation funds Journ. Account.. 
Nov., 1913. Pp. 8. 

A reserve signifies that property has been written down to deprecia 
tion and the amount has been charged against profits. But this 
provision does not set up a fund for replacement; separate provision 
must be made. 

Steretr, F. R. C. The development of systems of control. Journ. Account., 

Oct., 1913. Pp. 11. 

With the growth of large business. the function of accounting as a 
means of control becomes increasingly important. 

Wuerry, W. M. Jr. Franchise values. Elec. Ry. Journ., Oct. 15, 1913. Pp. 3 

Argues that franchise values should be determined by their earning 
power. 

Contracts for purchasing power. Elec. Ry. Journ., Dec. 6, 1913. Pp. 4. 

Explains the usual method of rate making in the sale of power to 
electric railway companies. The rates are made up of two factors: 

1) the demand charge, covering interest, depreciation, ete., on the 
plant necessary to provide the maximum energy that may be needed: 
2) the energy charge, covering the cost of coal, labor, etc., in the 
actual units of power consumed. Several contracts between railway and 
power companies are compared in detail. 
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Rocinp. Adbenhavns Sporveie gennem 50 Aar. Nat. 6k. Tids., Nov.-Dec., 
1913. Pp. 25. 
\ presentation of the more important data in the history of street 

railroad transportation in Copenhagen during the last 50 years. 

Rosa, E. B. Standardization of public utilities service. Elec. Wld., Jan. 10, 
1914. 

Samir, J. A. Municipal versus state control of public utilities. Nat. Munic. 


Rev., Jan., 1914. 


Witcox, D. F. Municipal home rule and public utility franchises. Nat. Munic. 
Rev., Jan., 1914. 


Wynkoop, H. S. Control of electrical installation by the municipality. Elec. 
Rev. & W. Elect’n., Oct. 25, 1913. 

{ll telephone rates in the city will be revised. Greater N. Y., Nov. 24, 1913. 

Investigation of street railway service at Boston. Elec. Ry. Journ., Dec. 20, 


1913. 


On nationalizing public utilities. Stone & Webster Pub. Serv. Journ., Dec., 
1913 


Rapid transit report in Philadelphia. Elec. Ry. Journ., Jan. 10, 1914. 
Relation of surplus to rate-making. Elec. Wld., Nov. 8, 1913. 


Wisconsin water-power law. Engg. News, Oct. 16, 1913. 


Corporations and Trusts 
(Abstracts by M. H. Robinson) 
Bate, A. Bedingungen und Stand der Kartellbewegung in Russland. Kartell- 
tundschau, Oct., 1913. 

Based upon recent works by Goldstein and Zyperowitch. An excel- 
lent review of the Russian situation. 

Branveis, L. D. Breaking the money trust. Harper’s Weekly, Nov. 22 
1913—Jan. 17, 1914. 

A series of articles, based largely on the report of the Pujo Commit- 
tee, showing the operations of the so-called Money trust, and advocat- 
ing codperative alliances as the proper remedy. 

Hayes, A. What the Sherman anti-trust act has accomplished. Am. Law 
Rev., Sept.-Oct., 1913. 

A chronological review of decisions, showing progress made in 
defining monopoly, unfair competition, and the legality of the several 
types of combination. 

Hennessy, J. La_ profession représentée dans la région organisée. 
Réf. Soc., Oct. 1, 1913. 

Economic conditions have rendered present methods of representa 
tion inequitable and weak. Each industry,ought to be organized as a 
unit and given the advisory functions in the general scheme of govern- 
ment, 
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that the American packing interests are using trust methods to freeze 
ut the local Argentine packing companies, with the hope of controlling 
the world market in beef. 


Labor and Labor Organizations 

(Abstracts by George E. Barnett) 
Bernuarpd, E. Die organisation des Arbeitsmarkts in Gross Berlin. Soziale 
Praxis, Oct. 2, 1913. Pp. 3. 
Proposes a plan for bringing the Berlin employment offices, which 
ire of several kinds and disconnected, into a unified system. 
Borcar, A. Das Auswanderungsproblem und die Arbeitslosigkeit in Ungarn 
Weltwirtsch. Archiv, Oct., 1913. Pp. 16. 
Concludes from a study of the causes of emigration that unem- 
ployment will be much increased by restriction. 
Brooks, J. G. The real trouble with the Industrial Workers of the World. 
Survey, Oct. 25, 1913. Pp. 2. 
The fundamental defect in the I. W. W. philosophy is its “atomistic 
view of industry and politics.” 


Cawcrort, E. Workingmen’s compensation—N. Y. Constitutional amendment 
Am. Federationist, Nov., 1913. Pp. 7. 


Downey, E. H. Workmen’s compensation in the United States: a review. 
Journ. Pol. Econ., Dec., 1913. Pp. 18. 

After a careful and discriminating review, finds that the new legis- 
tion is “defective in scope, illiberal in the scale of indemnity, com- 
monly deficient in administrative machinery, unduly expensive in pro- 
portion to the benefits conferred, and, for the most part, comparatively 
ineffectual for the prevention of industrial inquries.” 

Fesry, O. Le mouvement ouvrier a Paris en 1840. II, III. Rev. Sci. Pol., 
Sept.-Oct., Nov.-Dec., 1913. Pp. 28, 30. 

ox, F. Industrial arbitration. Nat. Rev., Dec., 1913. Pp. 11. 

Urges the adoption of compulsory arbitration of labor disputes in 
England, and argues in favor of making the funds of the unions liable 
in case the unions do not obey the decisions. 

Gomrrers, S. The Seattle convention. Am. Federationist, Jan., 1914. Pp. 19. 
A summary of the proceedings of the 1913 convention of the 
American Federation of Labor. 

Gorpon, F. A labor man’s story of the Paterson strike. Nat. Civic Federa- 
tion Rev., Dec. 1, 1913. Pp. 2. 

Criticises severely the methods of the I. W. W. at Paterson, and 
denies the charge that the American Federation of Labor unions does 
not attempt the organization of low-paid workers. 

Grant, R. F. A discussion of the Ohio workmen’s compensation law. Am. 
Employer, Jan., 1914. Pp. 11. 

Criticism is directed particularly against the provisions of the law 
which gives a workman injured through the wilful act of the employer 
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An interesting exposition of the Catholic view of the industrial con- 
flicts, by the founder of the Belgian Catholic trade unions. 


S. L. B. Agricultural labourers and trade unionism. New Statesman, Nov. 
22, 1913. Pp. 2. 
Some considerations on the present movement toward organization 
among the English agriculfural laborers. 


Sanvers, W. S. Industrial organization in Germany. New Statesman, Oct. 18, 
1913. Pp. 8. 

An excellent brief description of German trade unionism. 

Scuuttrze, E. Die Verschwendung von Menschenleben in der Vereinigten 
Staaten. II. Zeitschr. f. Socialwis., Dec., 1913. Pp. 12. 

Reviews the high death-rate from accidents in American manufac- 
tures and mines, the loss of life by fires, and the lack of preventive 
measures against tuberculosis and other diseases. 

Srewart, O. D. The West Virginia coal miners’ strike; a review. Am. Em- 
ployer, Nov., Dec., 1913. Pp. 8, 13. 
Taytor, G. R. The clash in the copper country. Survey, Nov. 1, 1913. Pp. 14. 

Includes a review of the demands of the strikers. 

Unpven, O. Den danska lagstifningen om kollektivaftal. Ek. Tids., No. 9. 1913. 
Pp. 16. 

An account of the Danish legislation concerning collective bargaining 
and settlement of labor disputes. 

Vevasseur, J. La réforme de la loi sur les syndicats professionels. Mus. Soc., 
Mém. & Doc., Dec., 1913. Pp. 18. 

The law of 1884 should be amended so as to increase the power of the 
trade associations to hold property, since thereby their legal responsi- 
bility for wrongful acts would be increased. 

Watrace, J. H. The Washington compensation act. Pro. Am. Min. Cong,, 
1912, 


Weaver, S. R. The Ontario workmen’s compensation bill. Journ. Pol. Econ., 
Oct., 1913. Pp. 10. 

The proposed law is wide in scope and provides for a liberal scale 
of compensation. It brings a number of industries under group liabilty, 
but makes employers in other industries, notably the railroad companies, 
individually liable. 

Weir, H. Das Arbeitsverhdltnis in den deutschen gewerblichen Produktiv- 
genossenschaften. Soziale Praxis, Oct. 9, 1913. Pp. 8. 

Finds that the conditions of employment are best in those industrial 
cooperative establishments which are closely connected with consumers’ 
cooperative societies. 

Weruerep, E. H. C. Unemployment and insurance. Accountant, Dec. 20, 1913. 
Pp. 5. 

A popular account of the working of the English scheme, by the 

chairman of the Bristol Court of Referees. 
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Workmen’s compensation in Australia, Lab. Bull, Aug., 1913. Pp. 7. 


A comparative analysis, including a conspectus showing the leading 
features of the acts in force in each state and in the commonwealth. 


Rapports sur le chomage et les emigrations. Bull. de Assoc. Intern. pour la 
Lutte contre le Chomage, Oct.-Dec., 1913. Pp. 135. 
A series of reports from the chief industrial countries of Europe 
on the relations between migrations and unemployment. 


Hlauptversammlung der Gesellschaft fiir Soziale Reform. Soziale Praxis, 
Nov. 27, 1913. Pp. 4. 

Account of the discussion, at the 1913 meeting of the society, con 

cerning the reforms necessary in the law relating to collective agree- 


ments. 
Prices and Cost of Living 
(Abstracts by Henry J. Harris) 
Bowtey, A. L. Relation between changes in wholesale and retail prices of 


food. Econ. Jour., Dec., 1913. Pp. 10. 


Extracts from recent British price studies and computation of a 
mathematical formula showing the relation between wholesale and 
retail prices of food. 


Crark, E. What work now buys in food and clothing. N. Y. Times Annalist, 
Nov. 24, 1913. Pp. 2. 

Compares wages in the textile industries with the index number for 
retail prices of food. Since 1907 there has been a marked decline in 
the purchasing power of the wages in the cotton, woolen, and silk 
industries. 


Gurr, L. Die Preiskurve und das Teuerungsproblem. IV. Zeitschr. f. 
Socialwis., Oct., 1913. Pp. 17. 
Comparison of prices at Hamburg (free port) with English and 
other prices. 


Guentuer, A. Zur Frage der Lebenshaltung des Mittelstandes. Archiv f 
Frauenarbeit, Dec., 1913. Pp. 47. 

Detailed study of cost of living of 8 families of men engaged in 
technical work (T'echniker) such as engineers, architects, railway 
officials, ete. The method of collecting and analyzing the budgets is 
of special interest. 

Heiter, V. Probleme der Preisstatistik im Hinblick auf die Preisbildung 
Statistische Monatschrift, No. V, 1913. Pp. 61. 

Careful general discussion of the technique of price statistics. 
Hetms, B. The cost of living and high prices. Protectionist, Dec., 1913. Pp. 6 

Compares prices on Nov. 8, 1912, with those of Nov. 9, 1913, to best 
effect of the recent tariff act. Writer gives list of articles in which 
increases have occurred and similar list of decreases, and finds that the 
time has been too brief to permit ofa generalization. 
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success; comparatively good results in the other three states. Summary 
f principles based on these experiments. 
Croat, D. O. American banking bill. Bankers’ Mag. (London), Nov., 1913. 


1 Texas, showing poor management in the first and resulting ill- 


An adverse criticism of the currency bill with special reference 


to the possibility of the extension of American banking to foreign 
countries. 
Dvcum, C. The daily money article. Lectures I and II. Journ. Inst. Bankers, 


Jan. 1914. Pp. 25. 

Eisrecp, C. Ziir Konzentration im niederldindischen Bankwesen. Die Bank, 

Oct., 1913. Pp. 8. 

The movement for concentration in Holland began with the founding 
of the Rotterdamsche Bankvereinigung in 1911. Still doubtful whether 
other large combinations will follow. 

E:isrecD, C. Die Noten der Niederlandischen Bank. Ein Beitrag zur Frage 

der Ausgabe kleiner Noten. Schmollers Jahrb., No. 4, 1913. Pp. 18. 

A statistical study. 

Enxeotann, M. T, An analysis of the crisis cycle. Journ. Pol. Econ., Oct., 1915. 

Analysis of conditions surrounding crises, showing their cyclical 
character and certain distinct accompanying phenomena of loans, credit, 
and prices. 

Foxwett, H. S. Keynes’ “Indian currency and finance.” Econ. Journ., Dec., 

1913. Pp. 

Detailed and very favorable review of Keynes’ book. 

Frewen, M. The Indian commission and silver. Nineteenth Cent., Nov., 1913. 

Pp. 21. 

An indictment of currency action in India. Shows futility of trying 
to force a gold standard ; the enrichment of the lending class by closing 
the mint and making an artificially favorable rate of exchange. Great 
effect in unsettling world commerce. 

Grorcr, E. M. The loanable value of money. Journ. Inst. Bankers, Nov., 

1913. Pp. 12. 

Analysis of various factors in the demand for capital. Influence of 
changes in purchasing power of money. 

Guirrirus, J. F, Banking facilities for small borrowers. Daily Cons. & Trade 

Repts., Aug. 29, 1913. Pp. 2. 

Increasingly difficult for small borrowers to secure loans from 
English banks. 

Haymaker, K. V. Farm loans and the land bank. Am. Bldg. Assoc. News, 

Oct., 1918. Pp. 11. 

Existing building associations furnish sufficient opportunity for 
farm loans without any new organization similar to the German land 
banks. 

Heinemann, FE. Das Bankproblem im Lichte der kurzfristigen Depositen. 

Jahrb. f. Nat. Oek., III, 46, 4, 1913. Pp. 25. 
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Meraiam, J. R. Elastic currency. World’s Wk., Nov., 1913. Pp. 2. 

Old mechanism of exchange in moving the cotton crop compared 
with the new with its extension of credit. 

Owen, R. L. The pending banking and currency bill. Moody’s Mag., Oct., 
1913. Pp. 4. 

Origin and purpose of the Owen-Glass bill, with special reference to 
possible credit expansion. 

Poor, DeW. C. Municipal second mortgage banks in Germany. Daily Cons. 
& Trade Repts., Sept. 9, 1913. Pp. 3. 

German methods of relieving embarrassment of urban credit. 

RarraLovicH, A. La Reichsbank et ses critiques. L’Econ. Frang., Oct. 18, 
1913. Pp. 3. 

The Reichsbank criticised by agrarians, socialists, and many who 
fail to secure adequate accommodations. Considers Professor Plenge’s 
sharp criticisms. 

Suriver, E. J. Modern banking. Moody’s Mag., Nov., 1913. Pp. 3. 

Proposes a plan of extension of the clearing-house system, denying 
the need of more currency under modern conditions of exchange. 
Spatpinc, W. F. The Indian gold absorption. Journ. Pol. Econ., Nov., 1913. 

Pp. 11, 
The channels by which India absorbs gold and the kind of coin 
absorbed. Effect upon England’s reserves and upon prices. 
THompson, G. Some notes on the first principles of foreign exchanges. Scot- 
tish Bankers’ Mag., Jan., 1914. Pp. 5. 

Vanverup, F, A. How to amend the currency bill. No. Am. Rev., Nov., 1913. 
Pp. 10. 

Vavasseur, J. La nouvelle loi sur sociétés d’épargne. L’Econ. Franc., Sept. 
27, 1913. Pp. 2. 

Mutual savings societies formerly without government control are 
now regulated by a new law. 

WasHinoton, W. DeH. Our national banking system. Forum, June, 1913. 

Wavuna, C. Z. The ancient coins and currency of China. Econ. Journ., Dec., 
1913. Pp. 13. 

Wurre, H. Currency bill in the Senate. No. Am. Rev., Jan., 1914. Pp. 9. 

Explains the main points of the proposed new system, and how 
they are dealt with by the House, Owen, and Hitchcock bills. Favors 
the Hitchcock plan. 

Wicxsett ocx D.D. Aumédrkningar til Doc. Brocks upsatts. Ek. Tids., No. 
6. 1913. Pp, 224-299. 

An answer to Dr. Brock; Wicksell recedes from a former, more sym- 
pathetic view of Irving Fisher’s plan for a compensated dollar, and 
declares that the plan has not been worked out to its logical conclusion. 
ZeutHen, F. Irving Fisher's Forslag til Prisniveauets Stabilisering. Nat. &k. 
Tids., July-Aug., 1913. Pp. 349-364. 
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ArextnsKy, G. La régie directe et les finances municipales. Les Annales de 
la Régie Directe, May-July, 1913. Pp. 4. 
Municipal ownership in Moscow has done much to solve the revenue 
problem for that city. 
Antcock, J. National and local finance. Accountant, Nov. 29, 1913. Pp. 5. 
Suggests a local income tax to relieve the rates. 
Brousse, E. La spécialité des crédits budgétaires. L’Econ. Frang., Oct. 4, 
1913. Pp. 2. 
The problem of a segregated budget and parliamentary control over 
its execution versus administrative freedom and efficiency. 
Brunet, R. Les doubles impositions. Rev. Sci. Légis. Finan., July-Aug.-Sept., 
1913. Pp 64. 


Burkun, W. “Innere” und “dussere’ Anleihen in China. Unter besonderer 
Beriicksichtigung der Méglichkeit, die natiirlichen Reichtiimer Chinas zu 
kapitalisieren. Weltwirtsch. Archiv, Oct., 1913. Pp. 23. 


CHAMBERLAIN, L. The income tax and security prices. Moody’s Mag., Nov., 
1913. Pp. 4. 

Analyzing the influences of the income tax on security prices, Mr. 
Chamberlain concludes that “‘municipal bonds gain most by the law and 
‘unguaranteed’ corporation bonds lose most.”’ 

Cuarton, P. Chronique financiére etrangére. Rev. Sci. Légis. Finan., July- 
Sept., 1913. Pp. 32. 

A review of Swiss federal finance for 1912. 

Cuiozza-Money, L. G. The socialization of industry and national revenues. 
New Statesman, Oct. 11, 1913. Pp. 2. 

An argument for the nationalization of industry, not “merely as an 
expedient to gain national revenue,’ but for the double end of cheapen- 
ing services and at the same time securing a revenue from profits. 

Coun, G. German experiments in fiscal legislation. Econ. Journ., Dec., 1913. 
Pp. 10. 

A discussion of the political conditions and forces which shaped the 
tax laws of 1913 passed to meet the expenses incident to increasing the 
army. Criticism is directed especially to the increment tax, which 
amends and supersedes the act of 1911. 

Covrvitte, R. La législation fiscale de l'alcool en France; ses défectuosités et 
les moyens d’y rémédier. Rev. Sci. Pol., Nov.-Dec., 1913. Pp. 11. 


Crammonn, E, The financial difficulties of federalism. Quart. Rev., Nov., 1913. 


Crammonn, E. Financial preparation for war. Nineteenth Cent., Nov., 1913. 
Pp. 20. 
Curtis, J. F. The administrative provisions of the revenue act of 1918. Quart. 


Journ. Econ., Nov., 1913. Pp. 15. 


Detar. L’income tar. Son fonctionnement. Les raisons de son succés. 
Rev. Pol. et Parl. Nov., 1913. Pp. 13. 
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expenditures during the nineteenth century, especially in the period of 
1892-1912; and points out the changes in emphasis from one object 
of expenditure to another. A striking feature of French municipal 
revenue is the large importance of the octroi. French municipalities 
complain that while the state still controls their functions and activities, 
it does not give them financial assistance and is actually burdening them 
with new expenditures for education and charities without providing 
sources of revenue. 

Leroy-Beauuiev, P. L’aboutissement de quatre années de dilapidation des 
finances publiques: les projets financiers gouvernmentaur. L’Econ. Franc., 
Nov. 8, 1913. Pp. 3. 

Reviews the work of the Chamber of Deputies elected in 1910. 

Leroy-Beavuiev, P. Les projets financiers en vue. L’Econ. Franc., Sept. 27, 
1913. Pp. 2. 

Opposed to income tax proposals and the growth of budgets. 

Leroy-Beautiev, P. La proposition des impéts aux revenus privées en Angle- 
terre en Allemagne et en France. L.’Econ. Frang., Jan. 3, 10, 1914. Pp. 4. 

The first article points out that the average income of individuals 
in England is 70 per cent greater than in France, and Germany is 
slightly below France. The second article attempts to determine the 
percentage of this income taken by taxation. In 1912 it is found to be 
from 10.9 to 11.3 per cent in England, 14.4 per cent in Germany, 
and in France 17 per cent. 

Leroy-Beavutiev, P. La situation financiére l'attente. L’Econ. Frang., Dec. 
20, 19138. Pp. 2. 


Leroy-Beautiev, P. Du type a choisir pour V'emprunt national francais. 
L’Econ. Frang., Nov. 15, 1913. Pp. 2. 

Argues that under existing conditions it would be unwise to follow 
custom and issue the new loan of 1300 million of francs in the form of 
3 per cent rentes amortissable. Prefers an issue at a higher rate which 
can be converted later when the financial situation improves. 
Levrascuer, F. Halving the tax upon improvements. Real Estate Mag., Dec., 

1913. Pp. 4. 

A letter written by the President of the Society to Lower Rents 
and Reduce Taxes on Homes advocating the Salant-Schaap bill which 
provides for a reduction of the tax on improvements. 

Lone, J. The rating of land and its influence on its cultivation. Land Values, 
Nov., 1913. Pp. 3. 

Lower taxes and exemption of improvements would be a benefit to 
agriculture in various ways. 

Meap, E. S. The income tax. Lippincott, Jan., 1914. Pp. 5. 


Nav, C. H. Municipal recognition of the certified public accountant. Journ. 
Account., Aug., 1913. Pp. 11. 


Refers to the accounting and financial provisions of the new Cleveland 
home rule charter. 
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stitutional limitation on the rate of the general property tax; (2) 
abolition of the rule of uniformity; and (38) centralization of the 
assessment machinery. Segregation of sources of revenue is not con- 
sidered practicable. 

Reev, R. R. Effect of income tax requirements on corporate bonds and in- 


vestment securities. Trust Companies, Nov., 1913. Pp. 3. 


Ricct, U. L’imposta unica sui consumi non necessari. Giorn. d. Econ., Oct., 
1913. Pp. 34. 


Ropinson, A. The single tax and what it would do to New York. Real Estate 
Mag., Jan., 1914. Pp. 4. 
A reply to an article in the December issue, by Charles T. Root. 
Roor, C. T. The myth of the single tar. Real Estate Mag., Dec., 1913. Pp. 4. 
Advocates the single tax and argues that it is not taxation at all, but 
“the application of land values to common use as far as they will 
go, or as much of them as may be needed.” 
Rorracu, E. Les finances de la république chinoise. Rev. Pol. et Parl., June, 
1913. Pp. 16. 
Roveet, E. L’organisation financiére de ? Afrique équatoriale francaise. Bull. 
de Colonisation Comparée, Nov., 1913. Pp. 115. 
To be continued. 
Snerman, G. E. The recent constitutional amendments. Yale Law Journ., 
Dec., 1913. Pp. 30. 
Discussion of the 16th and 17th amendments, reviewing the Supreme 
Court decisions which made the former necessary. 
Suret, L. L’impét national sur le revenu. Rev. Socialiste, Nov., 1913. Pp. 15. 
A review of the criticisms made on the government’s income tax 
project of 1918. 
Topsen-Fievussurc. Die Ueberlastung der Stddte mit Ausgaben fiir das Volks- 
schulwesen. Kommunale Rundschau, Oct. 1, 11, 1913. Pp. 7. 


Vourers, H. La couverture financiére des dépenses militaire allemandes. Rev. 
Sci. Légis. Finan., Oct.-Nov.-Dec., 1913. Pp. 133. 
A study of the new taxes and changes in existing taxes made neces- 
sary by the military act of 1913. Translations of the imperial tax acts 
of July 3, 1913, are appended. 


Warren, C. A bulwark to the state police power—The United States Supreme 
Court. Columbia Law Rev., Dec., 1913. 


Incidental to the main purpose of this article the author classifies 
more than a hundred cases in which the United States Supreme Court 
has passed upon state tax laws, nearly half of them being held invalid. 


Wricutincton, S. R. The federal income tar. Rollins Mag., Oct., 1913. 


Pp. 5. 


Youns, J. New York state franchise tax on corporations. Journ. Account., 


Nov., 1913. Pp. 13. 
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Gliederung der stddtischen Gemeindesteuern in Preussen. Verwaltung und 
Statistik, Aug.-Sept., 1913. Pp. 3. 

Der Haushalt der ungarischen Gemeinden im Jahre 1908. Volkswirtsch. Mit- 
teilungen aus Ungarn, Oct., 1913. Pp. 51. 


Tariffs and Reciprocity 
(Abstracts by Henry R. Mussey) 
Asam, A. Le conflit économique franco-allemand. Journ. des Econ., Nov. 15, 
1913. Pp. 13. 

A plea for more friendly treatment of German trade by France lest 
French trade in Germany be injured. 

\nerpaM, S. Quelques effets du protectionnisme agraire en Hongrie. Journ. 
des Econ., Dec. 15, 1913. Pp. 33. 

A study showing the prevalence of extensive agriculture, the poorness 
of soil, and the height of agricultural prices in Hungary, and attribut- 
ing these evils largely to the influence of agrarian protection. 
Cutsertson, W. S. A competitive tariff. N. Y. Times Annalist, Dec. 8, 15, 

22, 1913, Jan. 2, 1914. P. 1 each. 

A popular description of the new tariff law, pointing out the leading 
features of each schedule, with comment and criticism, and with some 
suggestion of probable consequences. 

Doscu, A. Business and tariff reduction. World’s Wk., Dec., 1913. Pp. 5. 

An optimistic account of the way in which business is going forward 
under the new tariff. A story of lower prices, increased activity and 
greater profits. 

Dowse. The new tariff modeled after the law of nature. Protectionist, Dec., 
1913. Pp. 6. 

An attack on the Underwood law for its effort to open our markets 
to foreign competition, from the president of the Home Market Club. 
Marvin, W. L. In the senate and conference. Bull. Nat. Assoc. Wool Mfgrs., 

Sept., 1913. Pp. 46. 

The legislative history of the woolen schedule of the new bill from 
June 20, completing the account given in the Bulletin for June. Gives 
the various substitutes proposed in the senate. 

Marvin, T.O. The Home Market Club. Protectionist, Aug., 1918. Pp. 16. 

The statement and testimony of the secretary of the club before the 
Senate judiciary committee investigating the lobby. 

McPuerson, J. B. James Moore Swank: protectionist. Bull. Nat. Assoc. 
Wool Mfgrs., Sept., 1913. Pp. 14. 

An appreciative sketch of the man who for 40 years has guided the 
activities of the American Iron and Steel Association and has con- 
ducted its tariff campaigns. 

Stone, N. I. Our new tariff. Rev. Rev., Oct., 1913. 
An optimistic forecast of development under the new law. Antici- 
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Beyer, D. S. Preventing industrial accidents in Massachusetts. Survey, Dec. 
13, 1913. 


Fiscuer, A. Vermisste Folgen der deutschen Sozialversicherung. Jahrb. f. 
Nat. Oek., IIT, 46, 5, 1913. 

Gipson, I. G. The working of the insurance act. Econ, Journ., Dec., 1913. 

Hacen, O. Die neuen Hagelversicherungs-Bedingungen. Zeitschr. f. ges. Ver- 
sicherungswis., Jan., 1914. 

LanspurcH, A. Der Kampf um die Volksversicherung. Die Bank, Dec., 1913. 

Lock, F. The relation of fire insurance to incendiarism. Am. Underwriter, 
Sept., 1913. 

Ossonn, C. National health insurance. Charity Organ. Rev., Oct., 1913. 

Puetps, E. B. The pernicious growth of the demand for policy loans. Am. 


Underwriter, Sept., 1913. 


RarratovicH, A. Le marché des capitauxr et les assurances en Allemagne. 
L’Econ. Fran¢., Nov. 29, 1913. 


Rirrer, C. Vom Grundsatze der allgemeinen Gefahrendeckung im Seeversich- 
erungsrechte, insbesondere die Gefahr des Verschuldens der Schiffsbe- 
satzung. Zeitschr. f. ges. Versicherungswis., Jan., 1914. 


Taytor, J. M. Loans on life insurance policies. Am. Underwriter, Oct., 1913. 


Tuorsen, C. Skoleforsikringskasser. Nat. 6k. Tids., Sept.-Oct., 1913. Pp. 
149-466. 


A sympathetic presentation of Cavé’s plan to gather school children 
into mutual insurance societies to protect against sickness and old age, 
particularly the latter. 


Trap, C. Den svenske lov af 30. juni 1913 om en almindelig Pensionsforsikring. 
Nat. 6k. Tids., Sept.-Oct., 1913. Pp. 467-472. 


The Swedish old-age pension law of June, 1913—an attempt to com- 
bine the better features of compulsory insurance and poor relief. 
Wenont, J. Die Verwaltungskosten der Volksversicherung. Zeitschr. f. ges. Ver- 

sicherungswis., Jan., 1914. 
Wickset,. Resultatet. Ek. Tids., No. 6, 1913. Pp. 211-217. 


A rather unfavorable criticism of the Swedish old age pension law of 
1913. 


Witxrnson, Rev. J. F. The working and amending of the insurance act. Nine- 
teenth Cent., Nov., 1913. 


Application of the federal law of June 13th, 1911, on sickness insurance. Mo. 
Bull. Econ. & Soc. Intelligence, Nov., 1913. 


Medical service under the insurance act. New Statesman, Nov. 1, 1913. 


Select list of references on pensions for mothers, motherhood insurance, etc. 
Special Libraries, Nov., 1913. 


The truth about malingering. New Statesman, Dec. 6, 1915. 


| 


268 | March 
roe ten and Krank 


Die k 13, 1913 


Soc... Nov., 1913 


Ch n reducing the birth 
rate fr rred in three years. 


socialistic. 


LBER Sept.Oct., 1913 
I 
I 1 the tendency 
is tow 
Haut I restriction 
As n enacted 
1907 na t ntaining the lite racy 
teat. At 1 1 to show the in 
creas i pers among recent 


Horr, W. Mo., Nov., 1913. 


Hutcu l the sexes. Journ 
R 
The effect n making the number 
of the s : nd Wales. Urban and 
rural 


NSEN I ; Sept -Oct., 1913. 


14 

A stud f rticular attention 
being g I French and German legis 
lative prog w race ideals. 
KorHLer, \ l e und Struktur der Malthu 

No. 3, 1913. Pp. 61. 

LER B j n. I Econ. Franc., 

A stud nd deaths in Japan in 
the vear I ; during the past 


LEPPIN t Organ. Rev., Dec., 

An analys ty in the report submit- 

ted by Dr. nt Board of J,ondon. 

The effect o lity is given particular 


attention. 


‘ 
A I 
| 
| 


1914 | Pauperism and Charities 269 


Jevy, H. Der Auslander. Ein Beitrag zur Soziologie des internationalen 
Menschenaustausches. Weltwirtsch. Archiv, Oct., 1913. Pp. 16. 

A very interesting study of the different causes of immigration and 
emigration from the Middle Ages down to the present. 
von Marquet. Der dsterreichische Auswanderungsgesetzentwurf. Soz. Praxis, 

Dec. 4, 1913. Pp. 3. 

The causes which have led to the law restricting emigration from 
Austria. When this article was written the law was before the Aus- 
trian parliament. 

Mvetter, E. Ueber das Geschlechtsverhdlinis der bayerischen Bevilkerung. 
Jahrb. f. Nat. Oek., III, 45, 5, 1913. Pp. 12. 


Reep, H. L. Immigration and insanity. Journ. Pol. Econ., Dec., 1913. Pp. 3. 
A criticism of a section of Prescott’s article on “Immigration and 
Immigration Restriction” in the Journal of Political Economy for 
October, 1913. Claims that Mr. Hall failed to take into account the 
peculiar age distribution of the foreign-born population of this country, 
and gave an exaggerated picture of the extent of insanity among this 
group. 
Ross, E. A. Social effects of immigration. Century, Dec., 1913. 


Ross, E, A. Immigranis in politics. Century, Jan., 1914. 


Scunuttze, E. Die Verschwendung von Menschenleben in den Vereinigten 
Staaten. I. Zeitschr. f. Socialwis., Nov. 5, 1913. Pp. 12. 

A statistical study of the number of lynchings, murders, and acci- 
dents upon railways and in mines, in the United States. A comparison 
is made of the loss of life in the great countries and industry in the 
past century. 

Worr, I. Soziale und nationale Seite des Bevilkerungsproblems. Zeitschr. f. 
Socialwis., Dec., 1913. Pp. 11. 

A scholarly article discussing the Malthusian theory. Had it not 
been for the rapid reduction in the death-rate the growth in population 
of many European countries would have ceased by this time. The 
question is whether in the near future the birth-rate is going to diminish 
more rapidly than the death-rate. 


Pauperism and Charities 
(Abstracts by Frank D. Watson) 
Bartwarp, W. A. Old age pensions and the poor law. Char. Organ Rev., Oct., 
1913. Pp. 16. 
Discusses certain evils connected with the working out of the old-age 
pensions act, especially its overlapping with poor law relief and its 
lack of provision for old people unable to take care of themselves. 


Bresuycx, A. Les fondations charitables en Hollande. Réf. Soc., Dec. 16, 
1913. Pp. 11. 


In Holland private charity is given a place of favor such as it occu- 
pies in no other European country. 
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Dusuin, L. I., and Kopr, E. W. An experiment in the compilation of mortality 
statistics. Quart. Pubs. Am. Stat. Assoc., Dec., 1913. Pp. 9. 

The statistical bureau of the Metropolitan Life Insurance Co., re- 
turns about 8 per cent of the death certificates received to the physi- 
cian for additional information. This has resulted in changing the 
classification of cause of death in 55 per cent of such cases. 

Durann, E. D. The census methods of the future. Quart. Pubs. Am. Stat. 
Assoc., Dec., 1913. Pp. 19. 

Recommendations for fundamental changes in census methods. Spe- 
cial stress is put upon an increased use of annual inquiries, especially 
in agriculture and manufactures, and the reduction of the scope of 
the decennial inquiries, together with the use of mail carriers as 
enumerators, especially in the rural regions. 

Faure, F. Alfred de Foville. Journ. Soc. Stat., Nov., 1913. Pp. 40. 

An appreciative account of the life and work of the distinguished 
economist and statistician. 

GotpENWEISER, E. A. The mother tongue inquiry in the census of population. 
Quart. Pubs. Am. Stat. Assoc., Dec., 1913. Pp. 7. 

Concludes that the results of this innovation in the thirteenth census 
justify its retention in future censuses. 

Harris, J. A. On the calculation of intra-class and inter-class coefficients of 
correlation from class moments when the number of possible combinations 
is large. Biometrika, Oct., 1913. Pp. 26. 

Methods for the rapid calculation of these coefficients, based on the 
calculation of moments and product moments from zero as origin. 
Huser, M. Durée des mariages. Bull. Stat. Gén., Oct., 1913. Pp. 18. 

Constructs a “survivorship” table for marriages in France, although 
(because of paucity of material) the methods used are less accurate 
than in Béckh’s well-known tables for Berlin. 

Koren, J. The International Statistical Institute, XIVth session, Vienna, 

September, 1913. Quart. Pubs. Am, Stat. Assoc., Sept., 1913. Pp. 10. 

Other accounts of this session of the Institute will be found in 
Journ. Royal Stat. Soc., Dec., 1913; Journ. d’Econ., Oct., 1913; Journ. 
Soc. Stat., Nov., 1913; Bull. Stat. Gén., Oct., 1913 (this last with 
especially full abstracts of papers and reports). 

Leonarp, W. E. An index of changes in extractive industries. Quart. Pubs. 

Am. Stat. Assoc., Sept., 1913. 

The production of 25 staple products of farms, forests, and mines 
is compared by means of index’ numbers (a general average and group 
averages are used) with the growth of population. A useful study, of 
a sort very common in Europe, especially in France and Italy, but too 
infrequent in the United States. 

MacDoNNELL, W. R. On the expectation of life in ancient Rome, and in the 
provinces of Hispania and Lusitania. Biometrika, Oct., 1913. Pp. 14. 
Survivorship tables based on material in the Corpus Inscriptionum 
Latinarum. Results indicate (as compared with present facts) a very 
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NOTES 


The Survey for January 24, 1914, contains brief accounts of the 
meetings of the American Association for Labor Legislation, American 
Economic Association, American Political Science Association, and 


American Sociological Society. 


At the Second Annual Meeting of the Chamber of Commerce of the 
United States, held at Washington, February 11-13, 1914, two entire 
sessions were devoted to a discussion of anti-trust legislation. Ad- 
dresses were given by Mr. William L. Saunders, President Van Hise 
of Wisconsin, Mr. Louis D. Brandeis, Professor Seager, Mr. Victor 
Morawetz, and others, on the subject of interlocking directorates, an 


interstate trade commission, and maintenance of resale prices. 


A National Conference on Unemployment was held in New York, 
February 27-28, under the auspices of the American section of the 
International Association on Unemployment and the American Associa- 


tion for Labor Legislation. 


The Third Annual Meeting of the Michigan State Tax Conference 
was held in Kalamazoo, January 5-6. A paper on Tazation of 
Railways was read by Professor Friday of the University of 
Michigan. 


At a quarterly meeting of the American Statistical Association, 
in New York, December 4, there was a discussion of municipal vital 
statistics. 


On February 5 and 6 a state tax conference was held in Blooming- 
ton, Indiana. Addresses were delivered by Professor Friday of the 
University of Michigan, Professor Joseph French Johnson of New 
York University, and Mr. Lawrence Purdy of New York. A permanent 
tax association was organized with Professor W. A. Rawles, dean of 


the State University of Indiana, as president. 


A National Conference on Race Betterment was held in Battle 
Creek, Michigan, January 8-12. Among the papers to be noted are 
Race Progress as Measured by Changes in Death-Rate, by F. L. 
Hoffman; Differential Fecundity, by W. F. Willcox; The National 
Department of Health, by Irving Fisher; and Social Surveys, by S. M. 
Harrison. Further information in regard to the activity of this con- 
ference may be had of Miss Emily F. Robbins, Battle Creek, 
Michigan. 
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tity; and Honorable Mention is made of W. J. A. Donald, for a 
paper on The Canadian Iron and Steel Industry. 

In Class B: First prize was granted to J. W. Myers, undergrad- 
uate in Cornell University, for a paper on Unemployment; and second 
prize to F. W. Eckert, of Northwestern University, for a paper on 
Government Regulation of Public Utility Securities. 


The Department of Research of the Women’s Educational and 
Industrial Union (264 Boylston Street, Boston) announces three paid 


fellowships and four honorary fellowships in economic research. 


A commission has been appointed by the Canadian government to 
conduct an investigation into the increased cost of living in Canada, 
and into the causes which have operated in bringing about the advance. 


The Bulletin of the British Library of Political Science, published 
by the London School of Economics, for January, 1914, contains a 


bibliography on state medical service. 


Professor A. W. Flux has recently given the Newmarch lectures on 
“The National Output” as shown by the census of production. In 
his final lecture is demonstrated that the production per head in the 
United States was approximately double that shown by the census for 


the United Kingdom. 


The Fabian Research Department announces through its chairman, 
Mr. Sidney Webb, that it will undertake during the next few months 
an intensive investigation of the working of part 1 of the National 
Insurance Act (sickness). The committee has divided itself into seven 
subcommittees, dealing with documents, medical, tuberculosis, mater- 


nity, claims, institutions and poor law, and approved societies. 


The National City Bank of New York published in its January 
circular the text of the Federal Reserve Act, and announces that in 
succeeding numbers it will continue the publication of official orders 
and statements in regard to the development of the new system. 


The Library of Congress has published a List of American Doc- 
toral Dissertations Printed in 1912, prepared by Charles A. Flagg 
(Washington, 1913, pp. 106). 


The National Tax Association announces that a new edition of 
volume II of the Proceedings of the Annual Conferences, which has 
been out of print, will be reprinted (A. E. Holcomb, 15 Dey Street, 
New York). The association also announces the publication of 
volume VII of the Proceedings, containing the papers presented at the 
conference held in October, 1913, 


March 


De} Harvard University has 


1 esearch Council of Boston. 


In 19 d A Preliminary 
List of fk r Boston. This second 
bull br - ber, 1913. It notes the 
aed in serial documents 
g 

ly r 1913, it is announced 
t] he Lil Hugh McCullough, Secre- 

t 

I C. H. J. Douglas, 
estate bia University Studies 
in Histor I been reissued by Long- 
mans, Ur! 

The Eng ympany announces the pub- 
lication of 4 r Indian Students, by W. H. 
M ore } h Agricultural Wages, by 
Reginald I announces Violence and 
the Labor - Property and Contract in 
their R by Richard T. Ely; 
Wi (Causes Underlying the 

High Cos Work and Wealth: A Human 

eure 
Valu Public Ownership Has 
Fail b nterest, by C. G. Hoag; The 
Infla Profits, by Sir David 
Barbour Germany, by Frederic E. 
Farrington 

A fortl ler & Co. is Principles of 
Pro} 

Hodder lish the second part of the 
Ret lealing with the question of 

urban land 

[he p unces the publication of 
So i of the Charity Organ- 
Sox 

tion S | Study of the Land, by J. A. 
R. Marri 

Beginr ry 17, 1913, the Survey has 
introduced bject of social insurance. 


276 
if 
pub] ish 
tly 


1914] Notes 277 


In this number there appears an article on “Twenty Years of Old- 
Age Pensions in Denmark,” by Katharine Coman. 

The March issue of The Annals of the American Academy of 
Political and Social Science is devoted to the subject of Reform in 
Administration of Justice. 


The Southern Banker, of Atlanta, Georgia, and The Gulf States 
Banker, of New Orleans, Louisiana, have consolidated, and will be 
published under the name of the Southern Banker (New Orleans). 

The Nation’s Business for January 15, 1914, published a compre- 
hensive summary of the work of promoting commercial training in 
the American universities which have special courses for this purpose. 
Courses in fourteen universities are described. 

Messrs. L. Upcott, Gill & Sons (London, Drury Lane, W. C.) have 
begun the publication of The International Review of Commerce and 
Industry, a monthly, edited by T. Swinborne Sheldrake. The first 
number appeared in December, 1913. The price per number is 2s. 
In the first issue is an article by Professor Ashley on “Commerce 
and the Universities.” 

The Oxford University Press announces the publication of the 
Political Quarterly. 

The publishing house of Teubner, Leipzig, announces the publica- 
tion of an annual entitled Das Jahr 1913. Ein Gesamtbild der 
Kulturentwicklung, published under the editorship of Dr. D. Sarason. 
Among the articles to be noted are “Economics,” by Professor A. D. 
Weber; “Finance,” by Professor S. P. Altmann; “Trade and Indus- 
try,’ by Dr. G. Stresemann; “Commerce,” by Professor O. Blum; 
“Agriculture,” by Dr. W. Wygodzinsky. 

The Archiv fiir Frauenarbeit is a journal recently established for 
the purpose of portraying the influence of wage-earning women upon 
economic development, whether through the professions, in business, 
or in the factory. It is edited by Dr. J. Silbermann, and published 
quarterly, each number containing about 100 pages, at a subscription 
price of 8 M. (Berlin, Kaufmannischer Verband fiir weibliche 
Angestellte E. V.). In its contents for the first year, 1913, were 
included descriptions of the conditions obtaining in various trades 
in which women are engaged, hours or labor, wage statistics, etc. ; 


some account of trade unions, teachers’ conferences, and other organi- 
zations of women; and articles on the advancement of women in the 
business world; woman suffrage; and the relations of women’s work 
to men’s work. The field covered is not entirely restricted to Germany. 
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appointed chief statistician of the Industrial Commission of Ohio. 
This commission is planning to reorganize and expand the statis- 
tical work relating to labor and industry. 


Dr. E. Dana Durand, of the economics department of the Univer- 
sity of Minnesota, has been made expert in charge of the work of 
the Efficiency Commission appointed by Governor Eberhart to make 


recommendations for improving and reorganizing the state government. 


Professor F. A. Fetter, of Princeton University, will act as leader of 
the group studying social and labor problems, on the tour of Europe 
the coming summer, under the business direction of the Institute 
of Educational Travel, of New York City. The chief topics studied 
will be social insurance, municipal employment agencies, labor or- 
ganization, and various forms of charities and social betterment. 


Miss Bertha E. Hazard has been appointed associate professor 
in home economics at Cornell University. 


Mr. C. C. Huntington, formerly special examiner in the Bureau 
of Corporations of the Department of Commerce, Washington, D. C., 
but now in charge of the work in accountancy at the Ohio State 
University, has been advanced from assistant professor to professor 
of economics and sociology. 


Professor E. W. Kemmerer, of Princeton University, has leave of 
absence for the second term, and will be in Germany until September 
studying the German monetary and banking situation. 


Dr. James B. Kennedy has been appointed professor of history 
and political economy in the Presbyterian College of South Carolina, 
Clinton, S. C. 


Mr. Oswald Knauth, instructor in economics at Princeton, who 
has been on leave of absence during the first semester, has resumed 
his duties. 


Mr. Lee D. McClean has entered upon his duties as instructor in 
economics at Bowdoin College. 


Mr. Edward R. Pease, for nearly twenty-five years secretary of 


the Fabian Society, has resigned the office. W. Stephen Sanders has 
been appointed his successor. 


Professor Carl E. Parry has resigned his position at the Univer- 
sity of Michigan and accepted an appointment at the Ohio State 
University. 
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PROGRAM OF TWENTY-SIXTH ANNUAL MEETING 


SATURDAY, December 27. 
At the Hotel Radisson. 
9 a. m Meeting of the Executive Committee. 
945 a. m. Business Meeting of the Association, with reports of commit 
tees, ete. 
First Session 
10.45 m Presiding, President Kinley. 
Paper: Tue Controt or Pvusiic Service Corporations Professor 
John H. Gray, University of Minnesota. 
cussion under the ten minute rule: 
Dr. E. W. Bemis, Chicago, IIL. 
Professor J. E. Brindley, Iowa State College. 
Professor James E. Boyle, University of North Dakota. 
Mr. J. E. Allison, St. Louis. 
Professor W. I’. Gephart, Washington University. 


General discussion. 


Seconp SEsstIon 
S p.m. Joint Session with the American Sociological Society. 
PresiDENTS’ ADDRESSES: 
Presiding, Justice Oscar Hallam, Supreme Court of Minnesota. 
1. A Vision of Social Efficiency. President Albion W. Small, Ameri- 
can Sociological Society. 
2. The Renewed Extension of Government Control of Economic Life. 
President David Kinley, American Economic Association. 
0p. m. Smoker, in the rooms of the Commercial Club. 


10.30 p. m. Meeting of the Executive Committee. 


SUNDAY, December 28. 
Rev. Dr. Freeman invited the members of the visiting Associations to a 
peclal vesper service in St. Mark’s Church at 4.30 o'clock. 
The Commercial Club kept “open house” on Sunday evening, and served 
a buffet supper to the visiting delegates. 


9 p.m. Meeting of the Executive Committee, Hotel Radisson. 


VONDAY, December 29. 
\t the University, in the Auditorium of the New Main Engineering Building. 
9 a.m. Business Meeting. 
Tuirp Session 

10 a.m. Presiding, Professor W. A. Scott, University of Wisconsin. 

Paper: Cerrarn Consiperations In Rartway Rate Maxine. Dr. B. H. 
Mever, of the Interstate Commerce Commission. 
Discussion under the ten minute rule: 

Professor Joseph Schumpeter, University of Graz, Austria 
Professor A. A. Young, Cornell University. 


Professor E. R. Dewsnup, University of Illinois. 
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THE RENEWED EXTENSION OF GOVERNMENT 
CONTROL OF ECONOMIC LIFE 


ANNUAL ADDRESS OF THE PRESIDENT 
Davin 
The University of Illinois 

For some twenty-five years there has been a marked recession 
imong English-speaking peoples from the strong individualism of 
the early 19th century towards a gradual extension of government 
.uthority in economic matters. Laissez-faire has been discredited 
both as a principle of political philosophy and as a rule of con- 
duct. Whether we should try to restore its prestige or with what 
other principle we shall replace it, however, are matters concern- 
ing which current discussion is somewhat confused. |On the one 
hand are those who declare that competition has broken down, and 
has produced a monopolistic system avhich will in time completely 
upplant it, and which is of such tremendous extent and power 
that it can be managed only by the government. On the other 
hand are those who believe that competition is a force which should 
be preserved as a ruling power in economic life, and would there- 
fore prevent by government action the establishment of monopolies 
and break them up where they are already established. | This, in 
substance, is the policy that our own federal government has been 
pursuing since the enactment of the Interstate Commerce Law in 
1887. Still others urge that all we need to do is to prevent the 
evils of excessive competition. by setting limits within which com- 
petitive forces must work. ~The first group of thinkers take the 
socialistic view and call for government ownership or at least for 
direct government management. The second group are still in 
effect believers in the laissez-faire principle, and think to restore 
it by destroying monopoly. The third group also are still faith- 
ful to their belief in the efficacy of competition but would restrict 
its field of operation at the bottom so as to prevent industrial 
degradation. 

A centralizing tendency, that is, a departure from the principle 
of individual liberty and a return to the principle of authority, is 
to be seen in many if not all domains of thought at the present 
time. Therefore, to understand properly what is going on in 
industrial life we need to look at the change that is going on in 
other life spheres. The terms laissez-faire and competition are 
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lation, shall be the dominating principle of civilization at a 
particular period, depends on which one of them is likely, under 
existing conditions of knowledge and resources, most large ly to 
promote welfare. [When evils flow from the too extensive appli 
cation of the prevailing principle, or, when, in new circumstances, 
it is less productive of welfare, emphasis is gradually shifted until 
the other principle occupies the foreground and becomes the domi 
iting force. Such is the situation now. Conditions have changed 
so that the necessity and value of regulation are emphasized again. 
The régime of personal freedom of competition under the condi 
ns of rapid scientific discovery and material growth has failed 
to preserve, or perhaps to produce, the equality necessary for 
success among competitors. Growing population, the develop 
ment of vast resources, the great size of units of industry, have 
ide the application of the competitive principle in many ways 
impracticable. Competition has degenerated at many points from 
struggle between equals to an exploitation of the weak by the 
strong. Industry has been swallowed up by industry until in 
iny lines a practical monopoly exists, so that prices, wages, 
terms of employment, and the welfare of large numbers of people, 
ive in the control of comparatively few. The benefits of the com 
mon heritage of natural resources have passed too largely from 
the people at large. On all sides we find private monopolies and 
a natural system of capitalistic industry, involving large control 
of the opportunity for livelihood for the many. \These evils have 
been produced, under conditions favorable to the acquisition of 
great wealth and its massing under the corporate principle, by 
system that gave the world a “democratic constitution,” “th: 
same law for all,” “toleration,” “capitalistic competition,” “indi 
vidual initiative,” and the other benefits of liberalism. \In more 
general terms, the causes for the extension of government control 
are: the ill-doing of some under the competitive system; our desire 
for rapid national development, which led us to give large powers 
to those who were to assume the risks of frontier promotion 
powers which, then innocuovs, have now become dangerous—: a 
demand for a better standard of living by the great bedy of the 
working class, who are asking with some show of reason what the 
advances in science and industry have done for them. \ Moreover, 
there is a feeling of resentment of control by others of their 
opportunity to make a living. 
The demand for state regulation either for the purpose of 
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equilibrium. The development of the industrial evils of today 
and the consequent demand for regulation are simply an un- 
conscious acknowledgment that, all things considered. we have 
reached in this country a stage of relatively diminishing returns 
in our economic activity. It is a recegnition of the truth of the 
law of diminishing returns and of the Malthusian doctrine of 
population, that unless the arts progress more rapidly than 
population there is bound in time to be a relative pressure of 
population on subsistence. 

Man is so constituted that when he feels the evils of an exist 
ing system he is likely to adopt measures of reform which will 
produce evils as great as those he is seeking to remedy.” That 
danger exists now. We need to look very closely at the tendency 
towards the extension of the authority of government into the 
details of our economic life. | The principle of competition, the 
system of economic liberalism, has been too helpful to the progress 
of mankind to be given up altogether. It has become an en 
during part of our civilization and philosophy of life. We can- 
not deny that the competitive system has promoted liberty and 
welfare, initiative and perseverance, industry and success, wealth 
ind culture, an abundance that has relieved poverty, has ex- 
ploited to human benefit the resources of nature more abundantly 
than ever before, has enlarged knowledge, has provided for the 
possibility of a greatly increased population, and, generally, has 
uplifted the life of the people. No system which will deprive man 
kind of these advantages is likely to promote welfare unless it 
supplies other motives to the same results. For competition has 
heen a developing force, even if it has failed somewhat as a con- 
trolling one. ‘The motive power to action is of more importance 
in the long run than the regulation of action. 

In order to judge clearly the reasonableness of this demand for 
wider government control of economic life, and possible results 
of acquiescence in it, we must recall for a moment the ultimate pur 
pose of government. | It is, undoubtedly, the promotion of the 
welfare of the people who organize it. In the words of Justice 
Gray, “The prosecution of the safet¥, health, the morals, good 
order and the general welfare is the chief end of government,” 
and the general welfare includes protection of opportunity to 
make a living. This is not a new maxim in the jurisprudence 
of the English-speaking peoples. The system of personal liberty 
and the system of government control, or any combination of 
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that the action of government be confined to supervision of busi 
ness as it is carried on in order to prevent infractions of the law 


and give full publicity to the methods of so-called “big busi 


ness”; and finally, that the rig 


it of society in great accumula 
tions of property shall be more clearly defined and enforced either 
by taxation or other means. 

The proposal for what is called welfare legislation, for such 
purposes as the prevention of accidents, sanitary conditions of 
work, due limitation of hours of work, the protection of women 
and children in industry, and all similar legislation, has long 
passed out of the stage of debate. Formerly governments busied 
themselves in enacting labor laws against labor. Now they busy 
themselves in the enactment of laws interfering with labor in the 
interest of labor. The principle of this legislation is accepted, 
however men may differ about details. 

When we come to the proposition to fix a minimum wage, we 
are confronted with more debatable questions. In so far as the 
wages actually paid in so-called sweated and parasitic industries 
are below what the employer could afford to pay while still 
making a proper profit—in so far, in other words, as they are 
due to exploitation—; in so far as wages paid are insufficient to 
afford a decent living in any industry in which profits are large 
from some monopolistic advantage;—in short, in all cases in 
which wages are below what is necessary for a decent living in 
any employment because of “exploitation’—there can be but 
one opinion of the desirability of insisting upon a minimum. It 
would be a mistake, however, either to insist upon 2 minimum 
wage in all industries, or to compel the payment of a minimum 
wage which, as a matter of fact, is more than the value produced 
by th® person receiving it if the returns to entrepreneur and 
capitalist are but fair, or to insist upon a minimum wage in any 
case without providing for its constant readjustment. To justify 
these statements we must consider some of the effects of such an 
action. In the discussion I repeat that I am leaving out all cases 
of mere exploitation, assuming that in these a compulsory stand- 
ard is economically justifiable. 

If a minimum wage is established larger in amount than the 
product of the marginal workers, they are bound to be thrown 
out of work. It is easy to say that if an industry is not able 
to pay a “living wage” it had better not exist. But a “living 


wage” is a very variable thing, and the fact that some people are 
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here is no more economic reason for fixing prices to enable labor 
ret a fair wage or the consumer to get a “fair price” than 
there is to fix prices in order to enable the investor to get a 
“fair interest.” There may be reasons for doing both, if it 
were practicable. But the practicability is doubtful because of 
the complexity and changeableness of the factors involved. ‘The 
government and its agents have no means of determining before- 
hand the effects of any particular line of action on prices. They 
could not fix prices fair to investors, workers, and consumers 
without knowing costs and conditions of markets and a multi- 
tude of other things which are changing from day to day, and 
which, if they could be discovered and set down in figures, would 
beyond the understanding of anybody but the expert in busi- 
ness. Nor could they allow for foreign competition. The at- 
mpt would very likely check accumulation and investment. We 
have a good illustration of the possible effects of such an at- 
tempt in the railroad situation in the United States at present. 
If the application of the minimum wage doctrine and price 
regulation in any large way should curtail industry and increase 
mnemployment, the government would be called on to provide for 
n increasing number of people out of work. The number thus 
to be taken care of would doubtless grow in time, not only from 
industrial causes, but froin the stimulation to population which 
would come from a lowering of the moral fiber of the people. For 
the easier it is made for one part of society to get a living al 
the expense of another part of society, the larger will be the «i 
mand for it and the lower the moral tone of those who demand 
it. A recent illustration of this fact is found in the effects of 
Germany’s thirty years’ experience with insurance against sick 


rt 


ness and accidents. Cheating, malingering, and even a certain 
physical degeneration, have become widespread, so that many 
thoughtful people are alarmed at the weakening of the moral 
fiber of the nation, and the sapping of its physical vigor. 

From the point of view of economic theory, the proposals, es- 
pecially with reference to the minimum wage, involve a new ethics 


and a new economic law of distribution. Broadly speaking, every 


theory of wages is, first, an explanation of existing conditions, 
and, second, an attempted justification of them. Each theory 
has been accepted so long as its practical result was consonant 
with the prevailing ideal of the general welfare, which mean 
acceptable to the multitude or group or class in power. 


) 
yf 
n 

t 

yf 

i 

ye 

hi 
or 

te 

to 

nt 

at 
yn. 

| 


[zon 


ch pal 
produces, for 


ics. Now s Cl ty, 


iussume the theory 


ble him to attain a 


juirements of citizen 


ne produce but, 

basis. The British 
onizes this fact. The 
by its representative 


lated was that wl 


uld be assured of a 
was not granted 


No matter Wi! 


earning his money, 
hinery, inundat 


i. walk of long dis 
» idleness, then | 
“The descending 
do a day’s 
ceive the average 
imate result would 
minimum and thé 
to a point wher 
num wage fixed by 
n to the theory of 
sible. 
oposals, however, 
regulation of wages 
t to control by any 
this limitation the 


directions is mort 


ment on proposals 
termine the form of 
rprises. Industries 


are now by general 


vernment supervision. 
hods or extent of 


it is to be perma 


| 


ages 

any 
. the 
nore 


osals 


tries 
neral 
ision. 
it of 


rma- 


Government Control of Economic Life 13 


nently successful it must aim to protect the interests of wage 
earners, the investing public, and the general public, alike. It 
must not permit undue profit from excessive rates, or from ex- 
ploitation of labor. In this field, however, the limits and methods 
of government intervention are being slowly worked out, al- 
though, of course, with considerable friction and many jars. 
The regulation of public utilities and industries of similar eco- 
nomic character is an illustration in point. 

Supervision may take the form either of inspection and pub- 
licity of procedure, or of direct attempts to influence the form 
of organization. ‘The former method has been recommended by 
President Taft’s Railroad Securities Commission, and wherever 
it has been applied its results have been good, even if they 
have not cured all the evils. But we may reasonably ask for 
more than this, at any rate in many cases. The prohibition of 
what we may call interlocking directories, of stock watering, re- 
bates, price discrimination, and the holding of the stock of one 
corporation by another, and the elimination or limitation of hold- 
ing companies, are some of the things that may well be 
accomplished, 

Aside from industries that are clearly monopolistic by nature 
the whole aim of government interference should be to establish 
conditions which will induce healthy competition. The govern- 
ment should attempt to determine what constitutes, under exist- 
ing conditions, an efficient unit, or an efficient size, of a business. 
It has been claimed for the trusts that they were more efficient as 
producers and distributors than similar enterprises in the 
same line. I do not feel that this claim has been established, 
and think that there are signs that it is largely untrue. The 
economies of big business have been secured at an economic and 
social cost that has not been fully evident or fully understood. 
‘Lhere is reason for thinking that the dissolution of the tobacco 
trust has already recovered to society some valuable entrepreneur’s 
talent which was being suppressed by the discharge of clerical 
duties under the trust, and has induced competition among those 
of this order of business talent with some resulting shaving of 
prices to the consuming public. Even if it were true that the 
biggest business is the most efficient in the sense that the cost of 
its unit output is lowest, it does not follow that we should permit 
that system of industry to exist. For we can tolerate only that 
system which, whatever its mere economic merits, is not likely to 
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weakness of wide and intense government regulation is its lack 
of motive to take advantage of new conditions to further progress ; 
whereas the inherent strength of a system of individual initiative 
is the presence of that motive. 

If any of the proposed policies is to win final success in im- 
proving the condition of any class of society, or of all classes, it 
can do so only by increasing the sense of responsibility of those 
directly affected. For those who have made any study of at- 
tempts to improve human society through long periods must feel 
very deeply “how great is the ignorance of the wise, the weakness 
of the strong, the folly of the prudent and the helplessness of the 
wellsmeaning.” 'They will realize that we “cannot sweep away any 
one thing without upsetting innumerable other things, good, bad, 
and indifferent.” 

The adoption of the policies that we have been discussing may 
mean a period of comparatively stationary economic life. In so 
far as we clip the wings of motive we impede rapidity of motion. 
Yet it may be well sometimes to do this. For abundance, irre- 
spective of distribution, will not necessarily produce welfare. 
What a nation may need may be an abundance sufficient for social 
welfare according to definite ideals, even though it may not be so 
great an abundance as with different ideals might be obtained. 

It is true that progress in invention and discovery may still 
go on if bureaucratic oversight should check industry. It will 
do so, however, only if a sufficient margin of advantage is left 
with the enterprising pioneer in the future as in the past. <A 
return to the intensive, minute, supervision over industry which 
prevailed under the old mercantile system would defeat its own 
purpose. Yet it is hard to tell where to stop when once we use 
the arm of government for economic purposes. It is doubtful 
whether in this country the public will endure the menace to liberty 
involved in very intensive supervision. It is doubtful whether, 
if the supervision were successful, we should be better off in the 
long run, and we should have lost all the advantages that have 
accrued to us under the great system of economic liberalism. 

Although, then, there is good in the proposition for the exten- 
sion of government activity into business, the field of its operation 
must be carefully limited. Can we, in conclusion, lay down 


; briefly some of the limits within which it should be confined? 


I venture to suggest, first, that reasonable welfare legislation, 
as has already been remarked, is accepted by the American public 
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such ways as to prevent the recurrence of some of the evils that 
have given rise to the hostility towards corporations. 

One inevitable consequence of the establishment of the prin 
ciple of government control of economic life must not be lost 
sight of even if its early appearance is unlikely. | Regulation by 
a government which is the people, for the people, tends to be 
regulation of the people by a government in spite of the people. 
Kegulation of industrial life in behalf of some means repression 
of the activities of some others. The government, as such, once 
recognized as having a right to regulate economic conditions, 
will be pushed by the ruling class or classes towards regulation 
or control of the rights of others in politics, religion, and other 
ways; for economic privileges or rights cannot crystallize into 
custom and be cast into law in behalf of some as against others 
without imposing upon the “some” corresponding duties which 
become privileges or rights of the “others.” This process means 
a slow crystallization of economic status and the production of 
classes in society. 

These, then, are the principal lines of proposed wider govern- 
ment activity at present before the public, in this country and in 
England. Their significance is far reaching. While declaring 
no new legal principle, they give a different color to accepted 
doctrine. The emphasis is now to be put upon the rights of the 
community in private property and to private property, rather 
than on those of the individual owner. The movement means that 
the acquirement of property to an extent that may endanger the 
public welfare is to be restricted. T.aws should be framed, we are 
told, to care for the worker rather than for industry. In other 
words, the new movement is an attempt to establish by authority 


the individualism—conditions of welfare—which individual action 


itself has failed to achieve. The whole movement imports a lessen- 
ing of the importance of private property, and a strengthening 
of the importance of men; an emphasis of public weal as against 
private gain; a demand for more equality in economic conditions, 
and greater social responsibility for wealth. 
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is palpable and unmistakable, and, by mere supposition, the harm 
that he can do is relatively slight, because of the unlimited re- 
sources. For, so long as resources are unlimited, the objectionable 
exploitation of persons is impossible, because the circumstances 
give every one a chance to escape from real exploitation and to do 
as the successful exploiter does. In other words, the unlimited 
natural resources give substantial equality of opportunity. 


Speculation, the Essence of Pioneer Life. 


The pioneer risks his life and his fortune every day with the 
recklessness of a true soldier in battle. Not his own safety, but 
the excitement of the game and the final outcome are his con- 
sciously controlling motives. 

In such an atmosphere the good man and the good fighter is 
never easily amenable to discipline or very conscious of the fact 
or necessity of codéperative work. He expects to take care of him- 
self, to ask and to give no quarter. He gains fame and fortune, 
when he is successful, and goes down without sympathy from others, 
or conscious regret on his own part, when he fails of his immediate 
object. Like St. Paul, he has fought a good fight, and that is 
sufficient for him. 


Conditions, but not the Sentiments of the Owners of Public Utilities, 
have Changed. 


Our life in this country is no longer cast under pioneer condi- 
tions as regards our public utilities. Our natural resources are 
virtually all appropriated if not exhausted; our population, mixed 
and congested in great cities, and divided into economic and social 
classes. We have the greatest inequality in the distribution of 
wealth the world has ever seen, and the greatest degree of concen- 
tration and control of that wealth. Today, when one successfully 
exploits natural resources in the pioneer way, he deprives others, 
not only of exploiting in the same manner, but even of the right 
of attaining a decent living. In short, the needs of today point in 
one direction; the honest beliefs and actions of those in control of 
our public utilities go in the opposite direction. As Taussig"” said 
twenty years ago, “What the American community now needs more 
than anything else is a bracing and improvement of its political 


* Political Science Quarterly, vol. IX, p. 587 (1894). 
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ting up any governmental agency to enforce the law. Competition 
was, in fact, the sole reliance for protecting the consumer, and the 
investor was left practically unprotected. It is unnecessary to re- 
mark that the supposed remedy was utterly futile, for it involved 
the danger, expense, and delay of a private suit in a court of law. 
This was in fact no remedy at all, and the industry remained 
unregulated. 


The Era of Commission Control. 


It is clear to all that with our modern machinery, minute divisions 
of labor, world markets, and large cities, it is more important 
that what are economically public utilities should be conducted on 
a scheme adequate to the growing needs, continuously and pro- 
gressively, at fair and just prices, and with equal justice to all, 
than that the system of taxation, federal, state, or local, should be 
just and equal, or that almost any other recognized governmental 
functions should be efficiently and honestly administered. In fact, 
it is not too much to say that whoever really controls the public 
utilities, and determines the extent and apportionment of their 
burdens, controls the destiny of the nation. 


Newness of the Idea of Commission Control. 


We have very recently entered upon the experiment of adminis- 
trative control through central commissions. But we have failed 
entirely to grasp the significance of the problem, or the steps nec- 
essary to solve it, if we fail for a moment to remember that until 
the establishment of the Board of Gas Commissioners in Massa- 
chusetts in 1885, no industries, save that of transportation, were 
classed as utilities, and that the other states have been very slow 
to follow the lead of Massachusetts in this matter. In fact, it is 
only within the last decade that the problem may be said to have 
been taken up seriously by the country as a whole. That is alto- 
gether too short a time to adjust the law, the theories, or the 
practices to the economic needs and conditions of the situation. 
Much more is it too brief a period in which to have modified to any 
considerable degree the pioneer philosophy that still dominates the 
private owners of these industries. 


The Resulting Chaos. 


The scientific theory is that the utilities should render adequate, 
safe, and universal service, at just, reasonable, and fair prices to 
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factory to the public furnishes the sole occasion for public 
regulation. 

About the only real and practical gains to the public so far, 
from the attempts at regulation, have been the abolition of some 
of the grosser forms of discrimination and the introduction of a 
greater degree of stability in the rates. These are indeed gains, 
both for the public and the companies, not to be ignored. 


The Regulation of Rates. 


So far as the control of rates is concerned, there are three main 
elements involved in the problem of regulation: first, the amount 
on which the owners are entitled to a fair return; second, the fair 
rate of return under the circumstances of each case; third, the 
rate of charge that will make such return. It will readily be ob- 
served that the fair return is the product of the rate of charge 
and the base amount over which the rate of return must be spread. 

But five central commissions*® deserve attention in the attempt 
to determine what progress has been made in this field. They are; 
first, the Massachusetts Board of Gas and Electric Light Com- 
missioners—the oldest—(1885) ; second and third, the two Public 
Service Commissions of New York (1907); fourth, the Wisconsin 
Railroad Commission (1905-1907) ; fifth, the Interstate Commerce 
Commission (1887-1906). With the exception of the Massachu- 
setts commission, none of these go back a decade, so far as the 
points now under consideration are concerned. 


The Present Situation. 


Under the interpretation of the division of powers, and especially 
the mistaken interpretation given by the final authority to the 
fourteenth amendment to the Federal Constitution, the commissions 
have proved but fifth wheels to the carts. The courts in the last 
instance have been the controlling bodies. This will continue to 
be the case until the constitution is changed by formal action or 
by interpretation. But there is no reason for despair in this fact. 
For in the long run the people will compel the courts to follow 
public opinion even if constitutional amendments are required. 


*I omit all discussion of the attempt to regulate by means of a municipal 
commission. The St. Louis Commission alone among local commissions has 
done notable work. That commission has now been abolished and its powers 
transferred to a state commission. 
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based, and depend, upon this theory of the relation of the railroads 
to the functions of government. What has happened, then, with re- 
spect to railroads, is, simply, that the government has delegated one 
of its own functions to private agencies for what at the time are be- 
lieved to be considerations of wise expediency. If, for reasons of equal 
expediency, the government decides at any time or place to resume its 
true function it cannot be said in any sense to be invading the rights of 
private enterprise. 

Here we have the fundamental and basic doctrine of principal 
and agent. I shall attempt to show that the moment we depart an 
iota from this doctrine we are lost, for in such departure we pass 
at once from the realm of fact into the region of fiction. 

We have been forced by judicial error at this crucial point into 
making valuations the corner stone of regulation. As a conse- 
quence we have been forced into a mass of absurdities in the de- 
cisions of commissions as well as of courts. The briefest statement 
of the theory of principal and agent will suffice. An agent is enti- 
tled to a just compensation for his services, including his outlay 
of money for the principal, but in no case to any gains or profits 
on any transaction undertaken or carried on for his pricipal. Nor 
is it material in his relation whether title’ to property connected 
with his agency is in him or in his principal. An agent who buys 
ordinary horses for his principal and discovers that one of them 
turns out to be a valuable race horse is not entitled to the profits 
made by selling this horse, but must turn the same over to his prin- 
cipal. 

It should be carefully noted, however, that where the agent acts 
within the scope of his agency, in good faith and honestly, any 
losses fall upon the principal, not the agent. These losses, real and 
fictitious, in the public utility play a large role in the whole ques- 
tion. Within the limits named, the agent has no chance for specu- 
lative gains, such as are still permitted in private business, and all 
losses fall upon the principal. More of the losses later, when we 
come to deal with the problems of “going cost,” “going concern,” 
“cost of developing business,” and the losses of the early lean years 
in the infancy of an undertaking. The gist of regulation is a regu- 
lation of rates. In practice, we have made appraisals and valua- 
tions the basis of rate regulation. This is fallacious from the start 
and has always led to undesirable results and to the absence of 


* The interurban road that owns outright its right of way is as much subject 
to control as a street railway or a steam railway that has an easement only in 
the streets and public places. 
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for the moment the action of the Massachusetts Gas and Electric 


Light Commission, whose theories of rate regulation have but very 


recently been reviewed by the courts, let us turn our attention to 
the theory of rate regulation established by the courts. It was but 
fifteen years* ago that the Supreme Court of the United States 
n any serious way assumed the right of final word in rate cases, 
though the right of the state to regulate goes back twenty-two 
years further, to Munn vs. Illinois,” 1876. 

Time does not permit me to review the cases’? by which the 
Supreme Court assumed final authority over rates and established 
the uncertain doctrine that “A fair return on the fair value of the 
property used for the convenience of the public’’' is the chief basis 
for the determination of the reasonableness and constitutionality of 
rates. ‘The Supreme Court being the final authority in this matter, 
until popular opinion compels that court to reverse itself, or until 
its power in this regard has been changed by constitutional amend- 
ment, we are in law committed to valuation as a basis of rate regu- 
lation. Hence the present uncertain and unsatisfactory condition. 

It should be added, however, that the Supreme Court, while 
enumerating a large list of things that must be taken into con- 
sideration, has wisely refrained from indicating the particular 
weight to be given to any one of these things, and has been very 
careful not to lay down any rule whatever for arriving at that fair 
value. In practice the court has never lived up to its own theory, 
which is entirely inconsistent with rulings of that court as to the 
nature and character of the utilities, and equally contradictory of 
any effective doctrine of public regulation. 

But the particular thing in this long list of things to be con 
sidered that has caused the trouble is the so-called “cost of repro- 


duction new” of the tangible property and the business, under 


present conditions. That is, not the reproduction of an equally 


but of an identical plant and that under present 


efficient plant, 
conditions. While sound theory denies that any valuation is called 


for, and holds that any attempt at valuation is subversive of real 


*Spring Valley Waterworks case, 1884, Waite, J. 

*°104 U. S. 105. 

” Railroad Commission cases, Waite, J. 1886; Dow vs. Beidelman, 105 U. S. 
68. Gray, J. said (1884), “The Court has not means, if it would, under any 
circumstances, have the power of determining that the rate of three cents a 
mile fixed by the Legislature is unreasonable. 

"Smyth vs. Ames, 1898. 
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The result is that these men whose prefessional and financial 
future depends on the favorable opinion of the companies, and with 
no possibility of indictment for perjury on mere opinion testimony, 
and, further, with no practical danger of suffering in public esteem 
when their testimony is in fact false, place no limit on their fancies 
or estimates of value. But such men whose veracity has not been 
formally impeached must either be ignored entirely as incompetent 
witnesses (a thing virtually impossible under our system of juris- 
prudence), or they must be given more credence than the less able 
and less well known witnesses on the other side. 

This undue influence is all the more significant from the fact 
that, with our large business units and concentration of wealth, 
the experts for the companies are hired in droves. It is currently 
reported that in the recent Des Moines Gas case the company, 
which engaged an army of the highest priced experts, spent $150,- 
000 on this little case in the trial court alone,—a case so doubtful 
that the company did not care to appeal it. No wonder that the 
presiding justice, McPherson, who has never been accounted hostile 
to corporations, virtually said that if opinion testimony were not 
entirely ignored, the decision would have to go to the longest purse, 
namely, the company. Among other things he said, *“Too often we 
have selfish, partisan, prejudiced, and unreliable experts engaged 
for weeks at a time, at $100 or more and expenses per day, exag 
gerating their importance, and making the successful party, in fact, 
a loser.” 

Without going into them at length, let me enumerate a few of 
the absurd claims that arise in connection with the theory of cost 
of reproduction. Apart from the fact that we are dealing with 
the guesses of interested parties and not with facts, attention 
should be called to certain general principles. Generally speaking 
the tendency has been for prices of labor and material to increase. 
To base an estimate, therefore, on present or future prices is to 
give the utility some advantage as compared with the actual eost. 
Furthermore, each day causes a growth and congestion of popula- 
tion, and requires work to be done under constantly increasing 
limitations and difficulties. All these facts tend to give a value 
greatly in excess of the outlay on the present property. 

But having deserted history for prophecy, and that in a totally 
unknown field, and prophecy, too, by parties unrestrained by law 
or fear, and who have an interest in obtaining as high a value as 
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Overhead Charges and Intangibles. 


But the real difficulties begin when we come to apply the cost- 
of-reproduction theory to the so-called overhead and intangible 
values. ‘The claims under these heads are legion, and I cannot 
attempt even a complete enumeration of them. Under the head 
ure included such expenditures as the companies claim they have 
made, or more properly, under the cost-of-reproduction theory, 
they would be required to make to reproduce the property and 
business, which expenditures result in, or would result in, no tangi- 
ble property. It must suffice to mention a few of the more im- 
portant items. First comes interest during construction. The 
claim is that it would take from ten to twenty years, depending 
upon the magnitude of the utility, to reproduce an important util 
ity, and that interest on the whole cost should be allowed at full 
rates for at least one half of this time. As a matter of fact, all 
large utilities—the Panama Canal excepted, and it has taken about 
four hundred years to build that—have been built piecemeal and 
put into operation, part by part, as completed, so that no very 
considerable part of the total outlay was tied up without earning 
power at any one time. The absurdity of this doctrine was shown 
in a recent case where the company put in a vigorous plea for in- 
terest on the inflated value of the whole system at seven per cent 
for ten years. Why should it have been for ten years, rather than 
for five, or for twenty? How closely does any sane person suppose 
that the claim in this case corresponds to the loss of interest 
actually suffered by that company in the building up a great rail- 
road system in the course of a whole generation. 

The second important item is charges for engineering. After 
ballooning the general value, the cost-of-reproduction theory, in 
the judgment of the attorneys for the company, requires a large 
percentage on the total value so found for general engineering. 
That this relates to the land of dreams and not of realities appears 
at a glance when we consider that great systems are all built up 
piecemeal, and that we have, for all but the very earliest units, 
the engineering usually done by the operating staff which looks 
after the extensions and then charged to operating expenses. In 
fact, the moment that we depart from the actual expenditures as 
shown by the books of the company, when these are properly kept, 
we are up in the air, and estimates offered have no relation to any 
thing in the heavens above or the earth below. The same line of 
reasoning applies with equal force to some minor claims such as 
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of the existing franchises by a strained interpretation which leads 
to the conclusion that the franchises were invalid'!? from the be- 
ginning, for lack of power on the part of the municipality. When 
that happy day comes the way will be clear for real regulation, 
provided we can get back to the sound theory of principal and 
agent, and consequently away from the pretenses of valuation. 

I have now shown that the true relation of the utility to the 
state is that of agent to principal, a relation in which all risks of 
loss legitimately fall upon the principal and not upon the agent, 
and all gains above just compensation for services and outlays ac- 
crue to the principal. 

It now remains to show how this doctrine of principal and agent 
has been vitiated by our court rulings in regard to property rights 
in dealing with the three main items of, (1) “going cost,” or “going 
value,” or cost of developing the business; (2) surplus property 
acquired out of earnings in excess of a fair return, and (3) the 
unearned increment in land,—of chief importance in connection 
with railway terminals under the dominating influence of the theory 
of cost of reproduction. Courts and commissions have included 
not only the estimates of reproducing the physical property but 
also the cost of developing the business. The point here is the 
treatment of losses in the early years of operation. The companies 
have insistently, correctly, and successfully contended before courts 
(commissions, if they are to be more than mere voices of protest 
erying in the wilderness, must, perforce, follow the courts in this) 
that nearly all new enterprises in the early years of operation fail 
to make reasonable, fair, or average earnings. Furthermore, if pri 
vate capital is to be induced to go into this business in quantities 
commensurate with the public needs of a progressing civilization, 
all will admit that these early losses must be repaid to the owners 
at some time and in some way. It must be further admitted that 
in the present state of popular opinion the public looks largely at 
average returns, and would be somewhat reluctant, if the issue were 
placed fairly before it, to allow large enough returns in the future 
to be a fair offset for early losses which have not already been 
completely liquidated by later returns. 

But granted that such losses, if not already recouped by the 

“See the Home Telephone and Telegraph Co. vs. The City of Los Angeles, 
211 U. S. 265, Moody, J., and cases cited therein. Many, but by no means all, 
state decisions point in the same direction. See decision of Judge E. R. Stevens 
in case of Milwaukee Elec. Railway and Lighting Co., October 12, 1912; Detroit 
vs. Detroit Citizens’ Railway Co., 184 U. S. 368. 


it 

er 

up 

ic 

in 

ler 

Cs 

ire 

Hh. 

re, 

yst 


| ) ation 


provided for in tem- 
question still remains 
nings in a reasonab|, 
late the very meaning 
of the existing prop 
yner or later be repre 


we should insist o7 


of charges and con 
} 


tlay, ¢ nd thus 


se the loss will | 


disappear from tl 
capitalized and 

o all eternity. But 
ilt in the worst f 


irings in any futur 


not only opens t! 
liscarded, and _ useless 
paration of invest 
pens the way for claims 
nt, or even dishonest 
nce of guessing 


tes s to the extent of any 


The ved for this item and hav 


The Wisconsin 


in this, and has beer 
even 1 urts in the amounts allowed." 
na long discuss 


7 


other intangibles 


such lengths? I hav 


ns rest on interested 


ussumpt ve not yet found any limits 


o t] invented in this way. 
It vy permitted. to show how th 

R. C. R. 6; In re Appleton 
Water Works, 7 W 

R. R. C. R. 409; In re 


hole problem 
tem is vitally ( 


Regulation of Public Service Corporations 35 


courts, being unduly burdened and not expert, are unconsciously 
influenced by the court commissioners who are usually not expert 
and are often biased, and in no proper sense responsible for their 
findings. 

Another subordinate item of the same general nature is that 
of discount on bonds. Under the theory of cost of reproducing 
the business, the amount of the discount on bonds finds its way 
into the value and later into the capitalization. With the unre- 
strained pouring out of watered securities this becomes a serious 
menace to the public rights. 

The limit, up to the present, to which this vagary has carried 
us is found in the claims of the companies in the recent Superior, 
Wisconsin, rate case.** 

The commission’s engineers, on their well-known liberal princi- 
ples of estimating the cost of reproduction, found the value of 
the combined plants to be $1,349,523. This, of course, includes 
contingencies, interest during construction, organization expenses 
of all sorts, contractors’ profits, and so on. The company de- 
manded an additional value for rate purposes of $182,734 for 
accrued and unmet depreciation on existing property, $202,200 
discount on bonds, $5,448 on organization expenses, $24,914 for 
gas connections which they do not own, $92,516 on property pre- 
viously discarded, or a total addition of $508,085, or 36 per cent 
of the value, not of the investment in the physical plant, but of 
the hypothetical cost of reproducing that plant. Does any one 
suppose that any private business could borrow money on the 
security of the items listed above? Or could any economist by 
any flight of imagination ascribe value to any of these items? 
Yet our learned courts and tethered commissions find no diffi- 
culty in ascribing value to all of these items, and saddling a 
charge to pay an income upon them on the public to the remotest 
generations. So far have economics and law parted company, 
under the persuasive influence of attorneys, accountants, and engi- 
neers! Nothing but getting back to the sound doctrine of prin- 

“In this case, it is true, the commission allowed a value of but $1,360,196, of 
which $161,697 was for past deficits, $100,000 for discount on bonds, and 12 
per cent on the cost of reproduction for engineering. It refused to allow for 
the admitted depreciation of about $30,000 on the land, and affirmed its oft- 
repeated statement that, “The cost of reproduction of a plant usually plays 
perhaps the most important part in determining its value.” 

I am not here, however, chiefly concerned with the amounts allowed, but 
with the methods and principles involved. 10 W. R. C. R. 735, 739, 741. Case 
decided Nov. 13, 1912. 
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render service for a just compensation. By definition, if such 
surplus is divided among the stockholders, directly or indirectly, 
they have received an unduly large compensation. 

While the significance of this item is found in the case of the 
railroads, the case can be more profitably studied in the case of 
the Massachusetts gas companies. When the Massachusetts 
Gas Commission began operations, in 1885, it found a well tra- 
ditionalized rate of ten per cent prevailing. All of the more 
important companies had enormous surpluses and had for years 
been making nearly all extensions of plant from surplus earnings. 
In fact, the companies as a whole were assessed for purposes of 
taxation for a considerable sum in excess of their capitalization. 
The reason was very simple. Prices had for a long time been 
purely traditional and wholly unregulated. There had been no 
publicity in the affairs of the companies; population and wealth 
had increased rapidly ; improved processes had also greatly lowered 
the cost of manufacture and distribution. Profits were relatively 
enormous. The companies had been honestly but very conserva- 
tively managed locally by their real owners. The Commission 
naturally, but, as I believe under all the circumstances, mistakenly 
encouraged’® and commended such surplus, insisting that it se- 
cured present dividends against all kinds of hazards and assured 
the keeping of the plants in the highest state of efficiency by 
enabling them to obtain needed capital in abundance at the 
lowest cost. It was further urged that it would keep prices steady, 
or at least would, with advantage to the public, enable the com- 
panies to try experiments in price reductions which they would 
otherwise fear to make. 

The Commission has from that day to this held steadfastly to 
this view, but the advent upon the scene of the Huns and Vandals 
of the speculative world under Addicks, backed by the courts’ 
theory of property rights, has essentially prevented the Commis- 
sion’s giving the public any financial advantages from this theory. 

"In re Springfield Gas Co., Am. Rep. 1894, pp. 7, 8: “The policy seems to 
have been to maintain the capital on a level with the construction account by 
declaring dividends to the amount of its increase and issuing new stock (for 
cash) for the same amount.” In re East Boston, Ibid. p. 9: “The ordinary 
demands (for extensions) which a progressive management desires, and is bound 
to meet, may fairly be provided for out of the income when the price of gas 
has not been so high as to be burdensome.” “It (surplus) proves advantage- 
ous to the public by making a low price possible, and to the share holder by 
adding security to his investment.” 
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do. In this case, the court decided explicitly that this was not 
in form or substance a scrip dividend, and thus wiped out all 
legislative attempts to prevent securities from being issued di- 
rectly or indirectly except for property needed by the company 
or for refunding issues for such purposes. This company had, 
after paying 12 per cent regular dividend for years, distributed its 
surplus in the shape of extra dividends, and then immediately 
came to the Commission for an issue of stock for extensions. 

Does anybody suppose that any court, much less the Supreme 
Court of Massachusetts, if it had all the facts before it, would 
declare reasonable a rate that in the judgment of the court would 
result in dividends as large as recently paid by the Fall River 
Company? Yet such dividends are paid with the sanction of the 
court, twenty-seven years after the State in the most solemn way 
has declared by statute that rates must be reasonable and has 
set up the state commission to enforce such rates. Furthermore, 
this surplus so divided, so far as the record shows, had been for 
the most part accumulated since the commission was established. 
This reminds one of the condition of the land laws in England’® in 
the middle ages, where it became a fact that one who violently and 
illegally got possession of land stood a better show in the courts 
of maintaining his claims to the land than the unquestioned owner 
of the land who had lost possession. Hence the saying, “Posses- 
sion is nine points in the law.” 


Surplus and Unearned Increment in the Case of the Railroads. 


While no important new theories appear in regard to surplus 
earnings and unearned increment in the case of the railroads, the 
magnitude of the financial interests involved and the overwhelm- 
ing importance to the public of a right settlement of this matter 
justify some special consideration of these subjects. 

It is not disputed that (with the exception of very recent build 
ing) the American railroads were chiefly built from the proceeds 
of bonds and public subsidies of land and money. The stock, and 
often more, was water and represented anticipated future gains. 
Without for a moment accepting the accuracy of the hypothetical 
values now placed upon them under the theory of the cost of re- 
production, it is probable, if the roads are granted the fair market 
value of their lands today, through this increase of value and the 
surplus earnings invested in plant, all the great railway systems 


“Sir Frederick Pollock, The Land Laws, p. 80 
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est and equity of the public in this surplus and upon the im- 
propriety of its being capitalized or made the basis of increased 
rates or of its being alienated. After calling attention to the 
fact that the Commission has no power over capitalization, it re- 
marks :** “Since we cannot declare that accumulated surplus 
shall not be capitalized, the adoption of such a plan rests entirely 
with the carriers and the volume of such surplus as a public trust 
fund depends entirely upon their own policy and good faith.” 

This is certainly true as the law now stands. Is it not time 
that the economists took this matter seriously in hand, and pro- 
claimed that the good old legal maxim that no man is fit to be 
judge in his own case is equally sound in economics, and that this 
matter cannot safely be left to be determined by the utilities 
themselves ? 

The Burlington road in this case took the traditional ground 
that it was none of the business of the public where the road got 
its property, that it demanded its constitutional property rights, 
and rates that would give it a fair return on the cost of reproduc- 
tion of its property. In fact evidence on any other point was put 
in over the protest of the road. 

The Commission found that in the case of this road the owners 
had contributed towards the enterprise $258,000,000 (stock and 
bonds). The company on the theory of cost of reproduction 
claimed a value of $530,000,000, or a surplus of $272,000,000, 
or a surplus of more than 105 per cent. The Commission, after 
calling attention to the fact that the Supreme Court has never 
ruled on this point, says that to grant the claim would be “to 
guarantee forever an additional field for investment for the car- 
riers without diminution of the rate of earnings.” In other words, 
it would be to make the patron pay more in the future, and 
forever, because he had paid an unreasonably high rate to create 
this surplus. 

Of the surplus of $272,000,000, the Commission finds that 
$150,000,000 is due to the increase of land values, and $122,000,- 
000 to property acquired out of earnings. Yet this surplus, 
under our system of jurisprudence, is made the distinct basis of 
a claim, not for maintaining, but for actually increasing rates. 
This is consistent with accepted theories of valuation, cost of 
reproduction, and the fair value of the property. Is it consistent 
with any sound theory of regulation, or with the doctrine that 

*Ibid, p. 26. 
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down any rule, and, consequently, never having revealed the 
working of their minds, have left the gate wide open for a graceful 
retreat as soon as they wake up and realize what their practices 
have led to. 

There is no hope through regulation till there is such a reversal, 
in fact, if not in form. Unless such a change is speedily brought 
about we are sure to move rapidly towards public ownership and 
operation,—a condition for which our traditions and form of 
government are at present ill adapted. 

The companies have always laid great emphasis on the hazards 
of the business. Nothing could have been more hazardous than 
investment in this field when so-called competition, real and po- 
tential, was unrestrained. But under the doctrine of regulated 
monopoly these risks have been greatly lessened, while under the 
practice of capitalizing losses the companies have in large measure 
had their real, and in many cases merely alleged, losses made good 
and have been allowed to capitalize the same. They have thus 
been assured of an income on them for all time, while they have 
been permitted to retain all their speculative gains in case of suc- 
cessful ventures. 

Two important points I have been unable to discuss. I digress 
for a moment to throw out some queries in regard to them: I 
have shown that the capitalizing of losses (without material re 
duction for losses caused by recklessness and extravagance, or 
even requiring actual proof of the losses) amounted in fact to a 
guaranteeing on the part of the public a fair rate of income on 
the investment from the beginning. My query is, would it not be 
more expedient for the public, under the rule of requiring a cer- 
tificate of convenience and necessity for each enterprise, to guar 
antee directly and formally a fair income rather than to reach 
the same practical result by an occult and circuitous process ? 

Another question touches a more fundamental matter. We 
have left these industries in private ownership on the traditional 
ground of the value of private initiative. Have we ever stopped 
to analyze whether or not such initiative does not involve to a 
higher degree than we have yet realized, and even to a higher de- 
gree than is safe in such vitally necessary public functions, the 
element of speculation? But a still more profound question arises 
at this point. It is admitted by all competent students that we 
have as yet developed no commissions with sufficient legal powers, 
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REGULATION OF PUBLIC SERVICE CORPORATIONS 
DISCUSSION 


Eywarpd W. Bemis: Professor Gray adinirably portrays both 
the necessity and difficulty of public regulation of privately 
owned utilities. ‘These difficulties he traces in part to the accept 
ance, fortunately not complete, of the duplication theory by 
many courts and commissions instead of the theory of cost or 
sacrifice, as the criterion of fair value in rate making. 

There is much hope, however, from the fact that our higher 
court has not only avoided any acceptance of the cost of duplica 
tion of plant or business as the sole or even the chief question in 


rate making, but has emphasized “fair value” instead of “value” 
ind has thus introduced considerations of ethics and public policy. 

It has paid very little attention either to the market value of 
the outstanding securities or to any capitalization of present and 
prospective income. It has ignored what a public utility as a 
whole will sell for, and has thus abandoned the use of the word 
“value” in its economic and ordinary significance of power in 
exchange. 

In the Minnesota Rate Case, the last decision of the United 
States Supreme Court, the land was only valued at the value of 
the adjoining land, yet no railroad could buy a right of way 
without paying more than this. ‘The court went further and re- 
fused to allow any addition to this land for engineering, interest, 
and other overhead charges while the track was being laid upon 
the land, yet the application of some overhead charges to land as 
well as to other items, and, indeed, a large amount for interest is 
of the very essence of a reproductive theory. 

Some of our courts, and especially our United States Suprem 
Court, and some of our commissions, notably the Massachusetts 
Gas and Electric Light Commission and the Interstate Commerce 
Commission, the two oldest and most famous of the group of com- 
nissions, are recognizing the importance of accounting and finan- 
cial history in reaching a fair value of property for rate 
making. Unfortunately, data of this character have not been 
presented with anything like the fullness with which engineers 
have presented their theory of the cost of duplication. 

A new epoch has opened with the act of last March for the 
valuation of all railroads, steamship lines owned by them, and of 
telegraph and long distance telephone lines, and other inter- 
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sions. Cities have usually been given only the rights to tie them- 
selves up for a generation or more and too often for nine hundred 
and ninety-nine years, or all eternity, but that is not regulation. 
Until our large cities have been given a fair trial in regulating 
their utilities, in the full sense in which our state commissions 
are given that right, no one but the spokesmen for these monopo- 
lies should advocate the still further tying of the hands of the 
local bodies which these utilities are learning to fear. 

Professor Gray intimates that regulation is exceedingly diffi 
cult and that ultimately public ownership may be found to be 
better than even the best regulation. There is at least enough 
force in this contention to make it vitally important to check the 
present tendency of state regulating bodies to handicap home 
rule and public ownership and validate existing watered securities, 
while they are not equipped with sufficient accounting and engi- 
neering staffs and a personnel strong enough to secure reasonable 
rates. The public is far more concerned in rates and service than 
in the amount of securities unless by their action our commis- 
sions assume a dangerous responsibility therefor. ‘Too much at- 
tention cannot be given by the Association to the various problems 
before us in the control of public service corporations. 

With such little success as yet in the regulation of our recog 
nized and comparatively simple but exceedingly powerful natural 
monopolies, we can recognize how much more difficult would be 
the policy urged by some, of regulating the charges of our so- 
called industrial trusts. 

In the rapidly increasing efforts to regulate our city and na 
tional utilities, however, a considerable body of men is being 
trained for this new form of public service. While some no sooner 
acquire this training than they accept employment from the cor- 
porate interests, yet the number of trained men remaining on the 
public side is growing. 

No one can become really familiar with the true status of public 
regulation today, in most states, without being startled at the 
flippant way in which new state commissions are yearly created 
and given increased powers, without any recognition of the ways 
in which nominal regulation in some states is playing into the 
hands of monopoly, and in some important respects is proving 
to be worse than no regulation at all. 

It is not enough in any state or city to decide that regulation 
is needed. Beware lest the legislature so change the best drawn 
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» 
ter or iess powers 


r boards or commissions clothed with grea 
they are clinging at the same time like shipwrecked mariners to 
competition as the real solution of the problem. The truth is 
that the thought of the average elector is passing through a period 
of transition from the theory of competition to the theory of 
agency or, What means essentially the same thing, the theory of 
natural monopoly and consequently state ownership or control. 
Certainly the Administration at Washington must hold this view, 
it being announced through the press during the last two weeks 
that regulation by commissions is but a necessary means to ac- 
complish the end devoutly to be wished, viz., the restoring of 
competition. I assume that what is true of the general government 
is also true of at least forty-five of the commonwealths. 

While it is a fact that the right of the state to regulate certain 
industries was long ago a well-established principle of the common 
law, and that the decisions of the United States Supreme Court 
in Munn vs. Illinois (1876) and Smythe vs. Ames (1898), the 
Interstate Commerce Act of 1887 with the amendments that fol- 
lowed, especially in 1906, and laws creating a number of state 
boards or commissions, represent substantial progress in the con- 
trol of those natural monopolies arising from qualities inherent in 
business, another decade, perhaps a generation, will pass before the 
transition from the theory of competition to the theory of mo- 
nopoly has become well established in the public mind. 

Second, the general theory of regulating service and rates is 
well stated as follows: ‘The scientific theory is that the utilities 
should render adequate, safe, and universal service, at just, rea- 
sonable, and fair prices to all, and that the sovereignty shall be 
the final judge in every case of these matters.” 

I anticipate that no serious objection will be made to this clear 
statement of a well-known principle either by economists or by 
representatives of the engineering or legal profession who have 
made a careful study of the problems under consideration. A 
fair return on a fair valuation, reasonable rates, efficient service, 
ete., are familiar phrases in the political and economic literature 
of the day. 

In the third place, however, we come to a more serious prob- 
lem, that of working out a just and practicable method of rate 
control. Here again students of public utilities will generally 
accept the following brief comprehensive statement: “So far as 
the control of rates is concerned, there are three main elements 
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We read as follows: “The gist of control is a control of rates. 
In practice, we have made appraisals and valuations the basis of 
rate control. This is fallacious from the start and has always 
led to undesirable results and to the absence of real control, for 
in the business world value depends entirely on estimated returns 
or earnings, but returns depend on rates, and the circle thus 
becomes complete. I repeat that on any sound principle there 
should be no valuation for rate regulation but history, that is, 
a statement of outlay, or money spent and services rendered, 


nothing more.” Later in discussing the cost of developing busi- 
ness, going value, and good will he assures us that we should get 
hack to “the sound theory of principal and agent, and conse- 
quently away from the pretenses of valuation.” And finally, in 
passing strictures upon the elements of value allowed by the Wis- 
consin Railroad Commission in the Superior Rate Case, we read: 
“Yet our learned courts and tethered commissions find no diffi- 
culty in ascribing value to all of these items, and saddling a 
charge to pay an income upon them on the public to the remotest 
generations. So far have economics and law parted company, 
under the persuasive influence of attorneys, accountants, and 
engineers.” 

A critical analysis of these statements and indeed of the paper 
considered as a whole will reveal, in my judgment, two weak links 
in the chain of reasoning. First, to sustain his argument that we 
should get “away from the pretenses of valuation,” we are in- 
formed that “in the business world value depends entirely on esti- 
mated returns or earnings, but returns depend on rates, and the 
circle thus becomes complete.” 

It will be generally admitted that in the ordinary business 
world, where competition prevails and controls prices, net earnings 
determine the value; but in another connection the author has 
stated in emphatic terms that the public has rejected the com- 
petitive theory and that in discussing public service corporations 
we are dealing with natural monopoly. If this is true, the 
apostles of fair valuation are not reasoning in a circle, for even 
Professor Gray admits, as already explained, that the law of 
value in the case of natural monopoly is just the reverse of that 
which prevails in the field of competition, which is another way 
of saying that a reasonable rate of charge is one of the results 
and not a cause of the fair value of a given utility. 

But it should be stated in this connection that the author him- 
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another way of presenting the well-known doctrine of Professor 
Henry C. Adams that everything above a fair return should be 
taken by the state in lieu of all other taxes. Such a doctrine, if 
put in practice, would no doubt result, first in poor service and 
later in receiverships and possible state ownership. The Chicago 
street railway settlement giving the companies 45 per cent and 
the city 55 per cent of everything above a fair return is, in my 
judgment, a more statesmanlike system. It is the proper business 
of law-making bodies and commissions to regulate and control, not 
to destroy, private initiative. 

Again, it should be noted that the strictures in the paper on the 
principle of valuation are in reality directed against one of the 
many elements of value which must be considered by courts and 
commissions in arriving at a fair valuation for rate making pur 
poses, viz., the cost of reproduction new. It may be that the 
Wisconsin and Massachusetts commissions have been lured by the 
siren song of accountants, attorneys, and engineers employed by 
the corporations and as a result have fixed certain valuations too 
high. I am not sufficiently familiar with the Superior, Haverhill, 
and Fall River cases to pass judgment on this point. The fact 
that the cost of reproduction new, so-called, may be open to criti 
cism does not mean that the whole principle of fair valuation as 
such must be rejected. 

Finally, it should be repeated that the public mind is by no 
means a unit on the proper relation of the state to industrial 
action. Some believe in state ownership, others in state control, 
and still others, perhaps a majority of the electorate, feel that 
natural monopoly is contrary to the principles of free govern- 
ment and should, therefore, be destroyed. Until the average 
American commonwealth develops a much more efficient system of 
administration it is not in a position to adequately control, much 
less to own and operate, the larger public service corporations. 
This being true, it is doubtless good statesmanship to retard the 
growth of monopoly by restoring competition wherever possible, 
bearing in mind, however, the obvious fact that public utilities are 
natural monopolies by virtue of qualities inherent in the business 
and that while we may delay we cannot prevent irresistible 
economic tendencies. 


James E. Borie: Professor Gray has succeeded in pointing 
out the weakness in our present system of control of public service 
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present time government ownership of the great public utilities 
would be too dangerous an experiment to make. Many examples 
of the flagrant abuse of patronage, both federal and state, are 
too fresh in our minds to permit us to feel otherwise. This ob- 
stacle to government ownership may in the course of years be 
removed. The question of private initiative was raised by the 
speaker. I, for one, do not believe that private initiative is due 
to the hope for speculative gains. The greatest private initiative 
in the fields of art, literature, medicine, science, statesmanship, 
and other fields has never been connected with the thought of 
economic reward, 

If there is one economic tendency stronger than any other at 
the present time, it is obviously the drift towards greater social 
control—control not merely of production but of income itself. 
What is all this long agitation about watered stock for the past 
several years but a sort of blind groping after a way of prevent- 
ing persons from securing incomes where they had invested neither 
labor nor money. And now comes the ever-swelling chorus of the 
single taxers, forcing on the public attention the fact that the 
landlord who appropriates unearned increment is also taking an 
income where he has invested neither labor nor money. And last 
of all come our Blue Sky Laws, under the winning title of “Con- 
servation of Business,” and having in view the prevention of the 
promoter’s reaping where he has not sown. Increased social con- 
trol seems to be inevitable. In the case of railroads, which are by 
far our greatest public service corporations, one form which this 
social control may take was pointed out last year by Mr. William 
Cook, in an article entitled “Industrial Democracy or Monop- 
oly.”' I believe his scheme deserved more attention than it ap- 
parently received. In brief his plan accepted the unwisdom of 
government ownership; it accepted concentration of control as in- 
evitable; it proposed a single holding company for all the roads, 
supervised by the government and with earnings guaranteed by 
the government. To me this plan looks both feasible and de- 
sirable. However this plan is doubtless too radical to win general 
approval in the immediate future. Meantime, what shall our next 
steps be? We have the commissions now for the control of public 
utilities. Apparently the first thing is to pray for a change of 
heart in our courts, that the commissions may deal properly with 
rates. But there are two cther things which are essential to com- 

*McClure’s Magazine, Jan., 1913. 
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point has been reached that most of the courts and commissions 
have exhibited their confusion of mind as between costs and values 
by erroneous methods in connection with so-called “going value” 


66 


on the one hand or “depreciation of investment” on the other. 

Dr. Gray has very ably placed before you the theory of agency, 
but agencies, as we all know, are of many different kinds, and the, 
contract as understood between the agent and his principal is a 
vital element in passing on any question of justice which may 
arise between them. So long as public utilities are privately 
owned the furnishing of capital is a part of the agent’s service. 
There must be a reward to the capitalist for the use of his 
capital and this reward must necessarily be based upon some de- 
termination of the amount of such capital. 

Dr. Gray has stated that there should be no valuation for rate 
regulation but history, “that is, a statement of outlay of money 
spent and services rendered, nothing more.” By this statement 
I presume that Dr. Gray intends to advocate what is known as 
the original cost theory of valuation and I take it he will agree 
with the definition of the original cost theory of valuation as 
being the original cost of the present existing property, for any 
other interpretation of original cost opens the door to a much 
greater exaggeration of the capital item than is possible under 
the cost-of-reproduction,—new theory against which he brings 
many very proper objections. 

Reverting to the agency theory, we must recognize a just in- 
terpretation of the contracts of agency, and in applying this test 
we shall find that no one theory of so-called valuation is likely to 
bring a just result. In dealing with the past we must conform 
more or less to what was the accepted understanding between 
agent and principal. In dealing with the future it should be 
especially evident to economists that the laws controlling the flow 
of capital into the public utility enterprises can not well be 
regulated by statute or arbitrarily made rules, and that if we are 
to retain our present system of privately owned utilities it must be 
the endeavor of those in charge of the regulation of them to find 
what might be called the natural economic laws governing the 
investment and apply these laws to their work as regulators. 

If commissioners or legislators attempt to regulate incomes 
from public utilities without regard to the amount of capital in- 
vested or to the terms necessary to induce capital to enter these 
enterprises, then we shall find, if the arbitrarily established re- 
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any great efficiency. In the secondary stages of production, and 
in the very large field of distributing products, scarcely a begin- 
ning of efficiency has been made. There is in this respect a large 
opportunity for the undertaker to secure legitimate economic 
profit. 

Nor is it true that in the field of public utilities no opportunity 
for profit taking is longer present. It is true that we have very 
generally agreed that public utilities should be monopolies, but 
this does not imply the absence of profit. If we grant that the 
element of risk is necessary to justify profit taking, there yet 
remains a field in public utilities for such profit. 

Many of our cities are yet without adequate public utilities, 
and with the present growth of urban pepulation there will prob- 
ably be an increasing demand for the service of such utilities. 
For example, some of our largest cities are yet depending upon 
surface transportation exclusively. Improved facilities of trans- 
portation, heating, lighting, and communication will be demanded, 
which will involve an element of risk which will only be assumed 
by private capital if an opportunity of a sufficient return is 
afforded. It must always be remembered that capital has a choice 
in its investment and, if the system of private ownership is to con 
tinue, sufficient inducement must be given to capital to go into 
public utilities. 

If the rule of principal and agent is to be adopted in this mat 
ter, then it would seem that the logical conclusion is public owner- 
ship. The agent receives only wages, the capital being supplied 
by the principal who assumes all risk; and thus the public, being 
the principal, should own these utilities and employ workmen to 
operate them. However, many are not agreed that this is the 
proper solution. Such a solution would not solve many of the 
problems of public utilities. Certainly the problems of determin 
ing fair and equitable charges, or of deciding upon the particular 
character of the service, would be no easier. Indeed the problem 
might be complicated. Consider, for example, the problem arising 
under the principle of cost of the service as distinguished from 
the principle of cost to serve. It is now and would under public 
ownership be desirable to extend water, gas, light, and transporta- 
tion service to certain consumers or districts that would not and 
should not pay a price which would cover the cost per unit to 
extend the service. Yet this would be desirable, not only for the 


benefit of those served and the community as a whole, but also 
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increased demands of every character, the logical result must be 
public ownership, for private capital can not be forced into any 
particular investment. Furthermore, if any ownership is estab- 
lished, it may even then be difficult to satisfy the public as to the 
manner of the service and the rates for it. Evidence is not want- 
ing that an increasing number of people believe that the govern- 
ment exists primarily to grant gratuities of some kind. 

Public regulation has so far not been a success, at least as 
measured by what the public expects. Probably we are expecting 
too much. The demand for complete solution of all economic 
and social ills is insistent and impatient of delays. 

Doubtless most of the commissions have had inadequate force 
to deal with the numerous complaints, trivial and otherwise, which 
have come before them. Doubtless some of them have followed a 
rule of thumb method in dealing with the problem. We have been 
on the border of the problem and not into it. But progress has 
been made. The ground has been cleared, and, if the public is 
somewhat more moderate and the commissions somewhat more 
able, there is yet promised the preservation of the private initia- 
tive and public service in public utility operations. 


C. J. Buett: I confess that I am not very much interested in 
the question of galvanizing dead horses. This system of permit- 
ting private corporations te own and exploit our public utilities is 
fast dying and will soon be dead. 

Everywhere in the world the tendency is irresistible toward the 
public ownership of all those utilities that are in their nature pub- 
lic. A few years more and there will be no such anomalies as 
public service corporations,—no privately owned railways nor 
telegraphs nor telephones, no private corporations owning street 
car lines, nor gas, water, or electric systems. 

Until that time comes, we shall need to make the best of our 
present situation. ‘The people of our cities have lately been 
learning how to control and regulate their public service corpora- 
tions very effectively; and the private owners are becoming very 
much alarmed. This is the secret of the great noise that we hear 
in favor of state commissions to regulate city utilities. 

This is also the secret of the great “National Civic Federa- 
tion,” composed of owners, attorneys for, and agents of, the great 
public utility corporations of the whole country. This National 
Civic Federation is just now very anxious to secure the passage, 
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It is true that the oldest rate making commission in the United 
States, the Massachusetts Gas and Electric Light Commission, 
does base its rates upon the securities which it has previously 
authorized. But this commission does not make a physical valu 
ation of the properties under its jurisdiction. In most of the 
other states the situation is different. The newer state commis- 
sions authorize the issuance of securities, but proceed to base rates 
upon the reproductive or present value of the property. Sooner or 
later there will be a discrepancy between such valuations and the 
stocks and bonds issued for the construction of the property with 
the epproval of the commissions. When this condition arises, must 
the rates permit a fair return upon the securities issued, regard 
less of the physical value of the property at the time rates are 
under consideration ? 

The answer to this question is not to be found in the laws of 
any of the states, nor in the formal decisions of any of the com 
missions. So far as I can learn, but two bodies have even indi- 
rectly touched upon this point. The New York Second District 
Commission says that its approval of stocks and bonds cannot be 
taken as an absolute guarantee for them, that while it will not 
approve securities unless it believes the property will have a fair 
chance of business success, yet it does not thereby guarantee the 
project as a safe one. Suppose, however, the question is not one 
of a safe business project, but simply of the amount of earnings 
to be permitted. ‘Then is the approval of the securities by the 
commission to carry no assurance whatever to the investor? The 
United States Supreme Court, in the Consolidated Gas Case, re 
fused to permit the rate for gas in New York City to be lowered 
beyond the point where a fair return was assured upon all the 
capitalization which had been previously indirectly authorized by 
an act of the state legislature. Although the question was not 
directly an issue in this case, yet the logic of this decision would 
seem to point to the establishment of the principle that authoriza- 
tion of stocks and bonds by the State establishes capitalization 
upon which a return must be permitted. There is little doubt in 
my mind but that such a principle would meet with public appro- 
val; for the purpose of public regulation of securities is presumed 
to be to confine the capitalization to a reasonable amount. Now 
if a commission has accomplished this purpose and investors have 
purchased securities with the assurance that the amounts approved 
represent a reasonable capitalization, a great public protest would 
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for example, the law specifically provides that the issuance of 
securities is a privilege given by the state to its own creation, 
namely, a corporation engaged in furnishing service to the pub- 
lic, and the authorization by the commission shall not be binding 
in any subsequent proceeding having to do with rates or service. 
Similarly, the decisions of public service commissions in other 
states, of which the upstate commission in New York (with which 
I am connected) is an example, have specifically stated that the 
authorization of the securities by the commission is in no sense 
of the word a guarantee that such securities will pay to their 
holders a satisfactory return. Requiring these corporations to 
secure authority from the commissions is to prevent the issuance of 
more securities than are necessary and to make certain that when 
such securities are sold their proceeds are actually invested for 
the benefit of the company engaged in serving the public. 

Financing is of secondary and indirect importance to the gen- 
eral public. It was placed under the control of the commissions in 
order that the public interest might be assured with reference to 
two matters which are of primary and direct importance, namely, 
service and rates. It has from the beginning been the opinion of 
the New York commissions that service is the more important 
and has a more direct bearing upon the general prosperity and 
well being. The regulation of public utility corporations, however, 
in the minds of most people is most closely associated with rates. 
When discussing rates the principal bone of contention, as is 
evidenced by the paper which has just been read, is the basis for 
determining the return on capital in the business. 

In the early discussion of this subject it was uniformly assumed, 
so far as I can recollect, that the proper basis of computing this 
return was the amount of capital that was actually invested. Due 
to the fact, however, that this discussion centered principally 
around railroads involving a very large amount of property of 
diverse character, spread over a wide area, it was, without a great 
deal of investigation, assumed to be impossible to ascertain the 
actual investment or original cost and, as the nearest thing to it, 
and merely as a substitute, there came to be used the so-called 
estimate of value which is now definitely referred to as the “cost 
of reproduction” or “duplication cost.” This is so generally used 
and has been before the courts so frequently that it is now as- 
sumed by many persons to have been judicially determined upon 
as the only proper method of arriving at the amount of capital in 
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been many times greater. If the present tendency continues of 
rising prices and decreasing purchasing power of the dollar, in a 
few years the country will be face to face with the problem of 
securing maximum service without considerable increases in the 


present rates. 


J. G. Onsoxt: The number of difficulties indicated here has not 
been exhausted yet. Our public service commissions have been 
considering the investors and the consumers only. They have 
overlooked the most important third element,—labor. “Rates” 
and “service” were mentioned here as the basic elements in any 
public utility. But what else is service than so many hours of 
labor? Do not rates depend on wages paid to laborers engaged 
in these utilities? Hence labor must be considered in every policy 
adopted or advocated in regard to public utilities. 

The fixing of railway rates, for instance, will inevitably bring 
up the problem of controlling and eventually of manufacturing the 
railway rails, also the compulsory arbitration of wages. The 
railroads are not yet under government ownership, but the arbi- 
tration of the wages of railroad men has already begun under the 
Newland act. It is not compulsory yet, though it may become so 
in time. 

But the interests of organized labor are opposed to such com- 
pulsory arbitration. Only a month ago the Seattle convention 
of the American Federation of Labor declared itself against com- 
pulsory arbitration. Organized labor has taken this stand quite 
correctly. It believes that it can still get better conditions when 
dealing directly with the employers than through arbitration com- 
missions in which organized labor is always in the minority. 

In discussing public ownership we should bear in mind that the 
main issue will be how we are going to get it. For the present 
moment it is likely to be government ownership in some of the in- 
dustries, say telegraphs. But are we going to pay some nine hun- 
dred million dollars to one company alone for an outworn 
equipment? This question will resolve itself into another one: can 
the government start competitive enterprises to oust some private 
monopolies or will it buy out the existing ones at an enormous 
expense? 

And here again the status of labor must be considered. As 
soon as railroads, for instance, come under government ownership 
the federal eight hour law must automatically apply to every rail- 
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CERTAIN CONSIDERATIONS IN RAILWAY 
RATE MAKING 


By Battrnasar H. Meyer 


Of the Interstate Commerce Commission 


It is my practice to preface remarks on occasions like this with 
the statement that I appear in a personal and unofficial capacity. 
No one who may be interested in proceedings pending, or which 
may hereafter be instituted, before the Commission of which I am 
. member, need have apprehensions that views and opinions ex- 
pressed in this paper in any respect prejudice different views or 
opinions which he may wish to urge before the Commission, so 
far as I am concerned; and, of course, my colleagues on the Com- 
mission are not speaking through me on the present occasion. 


Back In the Seminary Room. 


I shall imagine myself back in the economics seminary room to 
open a general discussion on the subject of the making of railway 
rates. I shall, however, impose upon myself one restriction which 
the economic seminary is not always obligated to observe. This 
discussion will be directed in the light of existing laws and judicial 
interpretations and it will be founded upon the contemporary or- 
ganization of society. I make this statement seriously, for I 
believe that it is well worth while for a properly conducted semi- 
nary in political economy to assume that certain constitutional 
ind statutory restrictions, which may appear to stand in the way 
of what from a strict economic point of view seems desirable, 
should be removed for purposes of specific discussions, and an 
economic analysis made of the effect on human welfare of certain 
lines of action which could be pursued if these obstacles were not 
in the way. I regard this as a proper and efficient method of 
working out certain economic ideals and aims, which at some time 
in the future it may be possible to advance to the point of realiza- 
tion, and which, meanwhile, serve the stimulating purpose of hov- 


ering low in the horizon of the aspiring and patriotic young 
economist. The farther I get away from the class room, the more I 
am impressed with the value and possibilities of scientific economic 
instruction and research, conducted in a spirit of freedom and in 
the wholesome atmosphere of right-mindedness, in strict subordi- 
nation to scientific method as applied to human we'fare, with 
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as an examination of past programs will attest. In all prob- 
ability, it will not be the last, for the question of railway rates 
embraces elements which are perpetual and which doubtless inhere 
in every industrial society which employs the railway as one of its 
instrumentalities. As long as rival individuals engage in trade, 
offering the same or competing commodities, placed upon the 
market by competing producers and sought by rival consumers, 
and any or all of these believe transportation charges to be ex- 
cessive or discriminatory, the railway rate problem will continue 
to exist. The present system of private ownership and systems 
of regulation may give way to different systems of regulation, 
and these in turn may be superseded by a system of public owner- 
ship; but none of these will terminate rate controversies. Changes 
in ownership and systems of regulation and administration may 
eliminate some rate questions; they will with certainty originate 
others, and the rule or rules which suggest just settlements today 
may have to give way to other rules which the conditions of the 
future may require. The doctrine of relativity applies also to 
transportation. 


Railway Rates and Import Duties. 


In dealing with railway rates we come in contact with nation- 
wide interests and forces, and, indirectly, and perhaps involun- 
tarily, also with international forces. Under the law our 
appointed jurisdiction in the United States may stop with ocean, 
gulf and the 49th parallel; the economic effect of our action often 
goes far beyond. Considerations of this kind have led those 
foreign countries in which the railways are publicly owned to 
view their respective industrial policies as a united whole, of which 
the railway is a part. The administration of the railway is there 
made an instrument in shaping commercial policy. Railway rates 
and customs duties are frequently treated together, and rate- 
making is conducted in harmony with the customs policy of the 
country. In the United States, customs duties and railway rates 
have as a matter of law always been strictly divorced. Whether 
railways will be permitted in the future through the rates of 
transportation which they prescribe to augment or diminish the 
rate of import duty imposed by the federal government, only the 
future can reveal. It will probably depend upon the wisdom and 
discretion with which the power of making railway rates will be 
exercised in this respect. 
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cation has been limited to isolated valuations or partial valuations 
made under different, if not mutually exclusive methods, varying 
in degree of thoroughness and applied almost exclusively to meet 
allegations of confiscation of property. In the not distant future 
we may hope to know what the fair value or final value of our 
railway properties is, whatever these terms may be made to in- 
clude. In the past attempt has been made to appeal to the volume 
and market value of outstanding securities with the view of having 
them considered as evidence of value to support a rate or rate 
structure under attack. In the future, after the valuations have 
been made, similar appeals can have little weight. Once the value 
of railway property has been officially established, and power to 
regulate service and rates coextensive with the railway business 
lodged with competent administrative authority, the issuance of 
securities by railway corporations becomes a question of public 
morals. The public eye should be directed toward the value of 
railway property as determined under the valuation statute rather 
than to the market value, face value, and number of pieces of 
paper which may have been circulated to represent the property. 
If there are people who prefer many pieces of paper, each with a 
smaller value, to fewer pieces of paper, each with a larger value, 
we may well permit them to gratify their whim, provided no 
burden is thereby imposed upon the rate paying public. As a 
matter of good morals we should prohibit as far as possible and 
make difficult the circulation of bad securities. We should legis- 
late against the exploitation of the undiscriminating public when 
its speculative traits are appealed to, but under no circumstances 
should we recognize these engraved pieces of paper as the equiva- 
lent of property in the making of railway rates or, perchance, 
validate them through ill advised stock and bond legislation. The 
country urgently needs stock and bond legislation; but it will be 
better to have none than accept much of what is being proposed. 
What consideration, if any, should be given to securities issued 
in the past by railway companies in the valuation required to be 
made under the valuation act, is a matter which I cannot discuss 
with propriety at this time, and regarding which I shall express 
no opinion; nor should anything which I have said herein be con- 
strued as an intimation of what I believe the final conclusion upon 
this question ought to be. But what I am free to say is that, the 
task of valuation having been accomplished, outstanding securi- 
ties against the valued property should not receive the least con- 
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more than one half of the railway mileage in the United States. 
They declare, however, that this has been done for internal cor- 
porate administrative purposes rather than with a view of assist- 
ing in the establishment of just and reasonable rates. The diffi- 
culties of separating operating expenses among the various 
branches of the railway business are as apparent as the benefits of 
the final results are clear to those who are willing to undertake 
the task. It is perfectly obvious that controversy respecting the 
ipportionment of maintenance-of-way items, for instance, can 
never end. Is this, however, sufficient reason for refraining from 
undertaking a work which is so promising in beneficial results? 
There exists surprising similarity in the methods employed by 
different railway companies in apportioning certain common or 
overhead expenses. This similarily appears to have been brought 
about without previous conference and agreement and is appar- 
ently the result of similar conclusions arrived at by men working 
it the same problem independently of one another. However, I 
am not suggesting that methods and rules which are now found 
to be common to several railway accounting departments are 
necessarily those which commissions should accept or prescribe. 
If cost accounting is not to be applied to railway transportation 
until every refinement has been settled by unanimous consent of 
the accountants, we shall never get anywhere. Institutional re- 
forms are rarely effected from within and the railway is no ex- 
ception. If such a rule were to be applied to the assessment and 
collection of taxes the government of every civilized country in 
the world would be obliged to cease its activities for want of 
revenue. 


Practical Applications. 


A new system of express rates is about to be put into effect 
throughout the United States. It inaugurates a revolution in the 
conduct of the express business. It is a carefully considered ex- 
periment, the exact outcome of which no one can predict with full 
confidence. How will anyone be able to draw a conclusion at the 
expiration of a definite period of time regarding the financial 
results of the operation of the express companies without approxi- 
mating a segregation of the expenses incurred by the railroads on 
account of the express business? Railway mail pay is the object 
of periodical controversy. Does not that involve essentially the 
same fundamental accounting questions? Passenger rates are an 
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Public Policy. 

This leads me to remark briefly regarding a third fundamental 
factor which is influential in locating the point representing the 
rate within the zone of reasonableness, namely, that of public pol- 
icy. The only public policy which the administrative branch of 
the government can officially know is the policy declared by the 
legislative branch through its statutory enactments. Legislatures 
set up the standards in accordance with which administrative bodies 
must measure rates; and regulative statutes generally leave ample 
room for the exercise of wise discretion. The public policy thus 
prescribed is expressed in most general terms, leaving the detailed 
applications to administrative action and judgment. It is not this 
kind of policy which, if my impressions are correct, people have 
in mind when they assert that the making of railway rates has 
nothing to do with the cost of the service, but that it is entirely 
a matter of public policy. I think that generally this statement 
emanates from the idea that rates are to be established at any 
particular time solely in the light of the available surplus of the 
railway corporation upon which the rate is to be imposed and the 
judgment or feeling of the rate maker regarding the real or sup- 
posed needs of different patrons or classes of patrons. If this is 
the proper basis for the making of rates the statistical analyses to 
which I have referred above are superfluous and should not be 
undertaken. All that is necessary under the operations of that 
kind of a public-policy-system of rate making is a balance sheet 
and an eye on the next election. It is ascertained how much 
money the railway company can spare according to its balance 
sheet, and then it is a matter of “policy” who shall get the benefit 
of the reduction or bear the burden of an advance. 


Rates m Politics. 


Nor is such a theory and practice of rate making without merit. 
An organization of society is conceivable in which it would be the 
very best system. It would be a perfect fit in an ideal society con- 
structed upon this theory. In a patriarchal organization or soci 
ety it might be the only proper system, for the patriarch would be 
presumed to know from whom to take and to whom to give. Our 
present organization does not represent this type of society. An 
attempt to impose such a theory upon a democratic organization 
of society must inevitably result in throwing the entire question 
of railway rates into politics. It will then be largely, if not en- 
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the future. This being so, we find herein still another urgent 


reason for aggressively pushing investigations into the cost of the 


service. 


Other Considerations. 


The time limits wisely imposed by the Economic Association upon 
papers of this kind permit of reference only, without discussion, 

the relation of freight rates to the classification of freight. 
The so-called elements of classification have been enumerated and 
discussed in numerous decisions readily available to all. From 
the standpoint of cost of service, classification resolves itself 
largely into ascertaining transportation costs and insurance risks. 
Instead of emphasizing volume of the traffic, it lays stress upon 
the balance of the volume of traffic in opposite directions. It 
inquires persistently into the utilization of car space and demands 
upon terminal facilities and generally acts as a unifying agent 
along defensible lines in the slow movement towards a uniform 
classification. 
Value of the Service. 

That indefinite term “value of the service” must also be sepa- 
rately named. “Classification” and “public policy” absorb th 
most of its content and “‘what the traffic will bear” may act as 
residual claimant. Those who are to follow me may attempt 
inswers to questions relating to the value of the service, to 


whom? for whom? for what? 


Why a Rate Yard-Stick can not be Delivered. 


If I have succeeded in pointing out “certain considerations in 
railway rate making,” they are the value of the prop: rty implying 
a fair return thereon, the cost of the service, and a sound public 
policy, each to be applied and interpreted in the light of the 
others and of all proper considerations whatsoever, through th 
exercise of a wise discretion in arriving at a judgment with re 
spect to a particular statement of fact. The value of the prop 
erty may be expressed in dollars in advance of any rate controversy. 
The rate of return may conceivably be established by fixed rules. 
The cost of the service may be approximated for any period of 
time and as of any date. Public policy may be outlined in general 
and specific language in legislative acts without reference to par- 
ticular disputes. All the other considerations in rate making may 
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RAILWAY RATE MAKING: DISCUSSION 


JosepH ScuuMPetTer: The contributions which science has to 


er as to the subject in hand are reliable and substantial, largely 


ough the work done by American economists, but they seem to 


nsist more in elucidating principles than in prescribing rules for 
pr ictical action. We have a body of results on which we all agree 
sre or less and which leaves no room for some of the controversies 
which agitate the popular mind. The making of a railroad tariff 
is simply a special c~se of price-fixation in general, in which certain 
vell-known features are more prominent than in other businesses, 
jough they are present everywhere in the industrial field. We 
derstand, for instance, why monopoly gains, which in other 
businesses are surpluses over what is necessary to call forth the 
requisite supply, should be necessary elements, to a certain extent, 
normal remuneration of railroad capital; which, once under 

|, does away with lots of popular prejudices, especially those 
in favor of a rigid distance tariff. We know that a railroad board 
n charging “what the traffic will bear” is really only trying to 


+ + 
Out t 


ie slopes of demand curves experimentally, and why it is 
that they do not find so safe a practical guide in cost as other 
business men do, though ultimately cost plays much the same role 
in this as in other fields. If we pay proper attention to the theory 
‘limited or imperfect competition and that of joint cost, and if 
we try to work out demand schedules for railroad services on the 
one hand, and to perfect cost accounting on the other, we shall 
finally be able to treat concrete cases and to render some practical 
service to the business man. But there seems to be less prospect 
of getting new light by an evaluation of the property of a railroad. 
For, if we take the original cost of getting it or its value for other 
uses, neither of these two sums would have any bearing on the 
problem. If we take the value of the different items as parts of 
i going concern, their value will entirely depend on the eart 


ings, to which they contribute, and therefore not tell us much 


bout whether these are high or low.' 

It is a pity that the principles of tariff making should be so 
little understood by the public at large. As it is, we are confronted 
with popular opinions which probably will have their way. This 
makes it difficult, for instance, to fight by legislative or adminis- 
trative measures precisely those kinds of discrimination that are 
lictated not by the interest of the roads as such, but by the 
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to make or unmake the prosperity of one region or another; or 
even to equalize the productive or commercial disadvantages of 
different cities or different sections of the country. A true laissez- 
faire would endeavour to so utilize a rigid control of railway rates 
is to secure the advantages of a broader competition in the in- 
dustrial field, and especially to secure the economies that are 
bound up with the law of comparative costs. 

To make the point clear, assume, for a moment, that all trans- 
portation costs are separable or variable costs; that is, that all 
the items of transportation expense vary with the traffic, so that 
every added ton mile of traffic increases the total expense by a 
constant amount. That under these conditions, particular con- 
siderations of public policy aside, rates should be based on costs 
does not seem to me to be even a debatable question. Rates pro- 
portioned to costs would secure the most advantageous distribution 
of industrial undertakings. They would lead, not necessarily to 
i minimum of transportation but to a minimum of aggregate pro 
tive and distributive costs for a given national dividend. It 
is true that certain writers, most recently Professor Edgeworth 


and Professor Pigou, have tried to show that under conditions 


due 


irdly realizable in practice certain particular sorts of rate dis 
crimination might possibly be more advantageous, economically 
speaking, than rates based on cost. I haven’t the time to traverse 
that argument, nor is it necessary in order to prove the cost Sys 
tem superior to any sort of discriminatory rates which could pos- 
sibly be put into actual practice. With all railroad costs variable 
costs, the cost principle of rates becomes, I think, generally 
conceded. 


Imagine, now, that all transportation costs are fixed costs; that 
an indefinite increase of traffic would not increase in any way the 
aggregate expenditures of the railroads. That is, railway plant 
ind equipment and all operating expenses would be given factors. 
It could easily be shown, of course, that under such conditions a 
discriminating rate system, based on what the traffic would bear, 
would be the most advantageous. 

Now the facts as to railway expenditures involve elements that 
are found in both these extreme cases, although I am inclined to 
think that the first of these two imaginary conditions is somewhat 
nearer to actual conditions than is the second. 

“But,” say the opponents of the cost principle, “surely you will 
acknowledge that because railroad costs are in part fixed and 
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roads on which we have no reason to expect such a growth of 
traffic as will lead to new capital expenditures; on such roads the 
principle of charging what the traffic will bear is, within limits, 
justified. So also for a large class of considerations, of which the 
case where the natural balance of the traffic is in one direction or 
the other is typical. Then, when a number of roads serve the same 
through points, the cost standards to be used are those of the 
strongest and most efficient roads. The weak roads will have to 
be permitted to meet the rates set by the standards of the best. 
Again, there are those various considerations of public policy 
which Commissioner Meyer has characterized so clearly. 

And, finally, there is the fact that the gradual modification of 
our existing rate system presents a problem even more complicated 
and difficult than that of the gradual reduction of a highly pro- 
tective tariff. The nice adjustment of advantages, the balancing 
of competing interests, is the most characteristic feature of the 
existing rate system. If the cost principle is to be consistently 
introduced, all this delicately balanced system must be disturbed. 
The task is made somewhat easier, I think, by the fact that the 
wholesale and jobbing interests, which are of all business interests 
most sensitive to rate conditions, do not usually involve either a 
large investment of fixed capital or a large employment of labor, 
and may be gradually shifted in response to changing rate sys- 
tems without serious shock. 

I have taken account only of the general economic basis of 
rate making. A number of practical considerations also point in 
the same directions. I can mention only two: 

1. There seems to be no question but that under existing 
tendencies of regulation, cost (that is, aggregate cost, including 

fair return upon the investment) will be taken as a measure of 
the justness of the general level of rates,—that is, of average 
rates. Moreover, under present judicial interpretations of the 
Fifth and Fourteenth Amendments, cost sets a limit beyond which 
important classes of rates cannot be forced by public control. 
You can’t have an average where all of the important items are 
either above or at the average. In short, under present judicial 
decisions any other basis of rates than cost is inconsistent with 
the control of the general level of rates. 

2. Unless the powers of the Interstate Commerce Commission 
are so increased as to take away from the individual states the 
power of virtually determining interstate rates, conferred upon 
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feres materially with the hope of satisfactory regulation based 
upon the theory of price as it applies under conditions of perfect 
competition. 

A further consideration has to be borne in mind. No longer 
retaining the hypothesis of complete mobility of capital and 
perfect competition, it is possible to argue, perhaps, that a 
railway which could not be made to pay at non-discriminating 
prices based on cost of production should not be built at all, 
that the investment of the capital would be better applied else- 
where. Assume that discriminatory prices were prevented for a 
period of considerable length by effectively enforced statutes, the 
mere presence of the railway and its facilities, though operated at 
a current loss, might readily bring about an industrial develop 
ment ultimately capable of contributing to the national dividend 
an amount more than compensating the loss incurred during the 
period of development. Only on the theory that the economic 
territory of a railway operating under non-discriminating rates 
would not and could not secure a future development sufficient to 
compensate the temporary loss could one agree as to the economic 
undesirability of such a railway. 

If it is possible then that the non-discriminating railway might 
bring about economic benefit even under these restrictive condi- 
tions, is it not to be granted that such benefit will be all the 
greater if, during the period of development, the railway could 
be made to pay its way with the aid of a discriminating tariff? 

Such a consideration may be of no ultimate significance, but 
there can be little doubt that for many years to come it will con 
tinue to be of great practical importance to most of the roads 
in both the East and West of this country. 

Actually, the railways of very few countries, if indeed, of any, 
can be regarded as pure monopolies. Certain monopolistic ele- 
ments enter into their position as producers and sellers, variant 
in degree with the particular economic environment of individual 
railways. But that competition also enters in, it is absurd to deny. 
It may be that, in cases, the direct competition of territorially ad 
jacent lines is not now conspicuous, though it is not altogether 
dead, but there are but few instances in which the indirect, per- 
haps less conspicuous, but nevertheless mighty force of regional 
competition, ramifying in all directions, stretching out even into 
the recesses of so-called local traffic, does not exercise a powerful 
influence. In so far as limited monopoly is the only conceivable 
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into two sorts of things. ‘There remains one sort of thing and one 
only. Joint supply, however, implies the presence of at least two 
sorts of things; since, obviously, no commodity can be supplied 
jointly with itself. Hence, not only is it proved that jointness is 
absent in fact from the case in hand, but it is proved further thai 
its absence is a logical necessity. The popular acceptance of th 
contrary view can only be due to the fact that we happen to 
speak of ‘transport of copper’ and ‘transport of coal,’ instead 
of speaking of transport sold to copper merchants and transport 
sold to coal merchants. An accident of language has caused an 
important field of economic inquiry to be dominated by a doctrine 
which is essentially unsound,” 

The argument would seem to rest on the assumption that the 
act of transportation is simply that of conferring place utility 
and therefore that variations in rates are, in general, not to be 
justified unless based upon differences in the distances over which 
the acts of transport are operative. But a place utility is 
surely not measurable merely by geograpical distance. The pro- 
duction of place utility by transferring commodities from X to Y 
may require varying proportions of capital goods and labor per 
unit of transportation produced, may involve differences in busi- 
ness risks, and may demand diverse degrees of managerial skill. 
In so far as this is the case, acts of transportation are hetero- 
geneous, not homogeneous. 

Of course, the mere fact of heterogeneity of product does not 
establish the presence of joint cost. In fact, if the conception of 
joint cost had to be restricted to the definitions given by Mill or 
Marshall, it could not be applied, in any important degree, to 
the case of railway transportation. To quote the latter economist, 
“When two or more things are produced by one and the same 
process so that the expenses of producing them all together are 
not greater than the expense of producing one of them alone would 
be, then these things are called joint products.” But may not 
this be regarded as but a sub-case of joint production, which the 
present writer would be inclined to define as existing whenever the 
total costs of production of two or more commodities produced 
together by a single plant are less than the sum of the costs 
of their separate production by separate plants. Of course, the 
cost of separate production would limit the price at which the 
jointly-produced commodities could be sold, but, under free compe- 


‘Wealth and Welfare, pp. 216, 217. 
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that the actual conditions argue greater advantage to the com 
inity from moderately controlled discriminatory rate making 


than from a non-discriminatory system. 


Frank Haicnu Dixon: My friend Dr. Meyer has somewhat 
disappointed me by going into the Economic Seminary room and 
carefully closing and bolting the door, for it seems to me that 

s is very much of a street-corner topic which should be dis 
cussed freely in the open and submitted to a severe pragmatic 
test. However, I take comfort in the fact that he has, as his 
paper clearly shows, carried with him into the sanctuary all his 
wealth of experience in practical rate making and that the “con 
siderations” that he has so clearly offered us are the direct outcome 
of this experience. 

If discussion means criticism, I ought not to take the time of 
this meeting, for there is little if anything in the general attitude 
here expressed with which I cannot agree. If, after all factors 
ire considered, there is, as the writer maintains, still room left 
for a “wise discretion,” the fundamental principle for which the 
most determined opponents of the cost theory are contending is 
here conceded. But I do not count myself among the number 
of the irreconcilable enemies of the cost theory. It has always 
been recognized that cost is a minimum below which rates should 
not go; to this extent they have employed the cost theory, yet 
railways have had only a most general idea of what their specific 
costs for specific service actually are. Moreover, the railways have 
deprived themselves of their right to object seriously to any at- 
tempt to investigate general costs, for frequently in rate cases they 
have themselves employed the cost method to justify an increase 
or to resist a decrease. Elaborate cost studies have been made 
from time to time, notably in the application now making to 
Congress for an increase in mail pay. Distribution of expense 
between passenger and freight and between state and interstate 
business, which is cost accounting in the rough, has from time to 
time been made in connection with state litigation covering rates 
of a special class. Speaking generally, I feel that a more complete 
and accurate knowledge of costs than railways now possess would 
be beneficial both to them and to the public,—beneficial to them 
because it would, I am convinced, reveal many instances where 
service is performed at a price less than the out-of-pocket expense 
and many other instances where specific rates long in existence, 
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quite possible that they have hit upon the same percentage in 
many cases, but the results have had little if anything to do with 
rates. These computations have been of value to them not because 
they have furnished exact information for any one year, but be- 
cause, being worked out in the same manner year after year, they 
have had a comparative value as a rough test of operating efli- 
ciency, and it is for this purpose alone that they have been em- 
ployed. To make them the actual basis of a rate schedule would 
be thoroughly unscientific, whether it resulted in an increase or a 
decrease in rates. If, therefore, the Commission contemplates 
using its new information for anything more than a most general 
aid in rate determination, I should feel that it was proceeding in 
a direction that, to say the least, was undesirable. But if this 
new accounting requirement is only to throw additional light on 
the problem, then it seems to me the demands on the railways in 
the matter of additional accounting should be carefully limited. 
It is common, I know, for railways to use expense as their cry 
of wolf! wolf! whenever any new proposal is made, and certainly the 
expense in this case would be no inconsiderable item. One road 
with which I am familiar is at present spending $10,000 per week 
in making separations of expenses for a pending state case. But, 
of course, the matter of expense in and of itself is no argument 
against it; if the people as represented by the Commission want 
it done, it will be done, and the people will pay the bill. My point 
is that in this age of scientific management we should seriously 
consider whether the expense involved is justified or whether we 
are spending five dollars in order to get thirty cents. 

But, as I said at the beginning, I am in agreement with the 
general reasoning of this paper. I believe in the physical valu- 
ation movement and I believe that in determining what should be 
a fair return to railways we should look to capital value and not 
to outstanding securities. I believe that as traffic becomes denser 
we shall more and more steadily approach the distance principle 
in rate making. I welcome any information concerning cost of 
service that can be secured without disproportionate expense as 
providing assistance to the rate-maker, whether railway or gov- 
ernmental authority, but I welcome most of all the statement of 
Dr. Meyer that after every possible consideration is taken into 
account there will still remain “a wide zone within which to ex- 
ercise ‘the flexible limits of judgment.’?” And this exercise of 
wise discretion is not a matter of guesswork or of intuition, but 
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theory which but partly answers our purpose, and to which but a 
limited amount of consideration must or can be given, can hardly 
be called a complete theory. Something more must be added. 

On the other hand, if each and all of these theories are to be 
accepted; if each furnishes but a partial rule of action in the 
determination of fair rates; just what shall be the “due consider- 
ation” given to any one or to all of them? Unless this nicety of 
adjustment can be shown and made practicable; unless we can 
discover the weight which shall be given to the various consider- 
itions urged by each of the above mentioned partial theories ; 
then just so long is it useless for us to content ourselves with the 
thought that we have any real theory of rates deserving the name. 
The personal judgment of regulating bodies must satisfy us and 
the rule-of-thumb must prevail. 

While the railways cling to charging what the traffic will bear, 
or some other of these partial theories, and can discover little or 
nothing applicable in the others; while the public insists that 
greater emphasis shall be placed on costs of service; while engi- 
neers and efficiency experts claim much for construction and 
operating accounts; and commissions advance the schemes of en- 
lightened public policy; so long, I repeat, are we far from realiz- 
ing a vital theory and a rule of action. What is needed seems to 
be an amalgamation of the theories which we already possess, with 
such additions and adjustments as the future may reveal. But 
in spite of the necessity for it, are we prepared, as yet, for such a 
consolidated theory, a theory which shall weld into a composite 
whole the elements of truth discovered in each of these partial 
theories? I may venture the opinion that these so-called partial 
theories are not sufficiently refined at present to make safe and 
expedient their incorporation into a unified theory. What, for 
instance, do we really know about the cost of service, or the value 
of service, or the relation of valuations to what charges should be? 
Have we, as yet, any units deserving the name by which we can 
apply these tests of reasonable charges? In the face of the need 
of a real theory, a composite theory, if you please, deserving the 
name, we can only hope that this refining and amalgamating 
process will continue. 

With the completion of the valuation of railways, for example, 
and the experimentation with the data which will probably follow, 
it will remain to be seen just what “due consideration” can be 
given this particular contribution to our composite theory. 
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let us in the meantime never forget that statistical study must 
precede rate theories, and that many theories, or any one of them, 
without their proper unit records and determined standards, will 
furnish but a meager basis for regulation or for the exercise of 
that judgment so essential thereto. 


Lewis H. Haney: The thesis of the leading paper appears to 
be this: a cost basis for railway rates is not only theoretically 
sound but also quite practicable,—though it may be desirable to 
modify this basis somewhat by the so-called principle of public 
policy. With this thesis I am in substantial agreement, subject 
to modifications to be mentioned in a moment. Five years ago, as 
a special examiner for the Interstate Commerce Commission, I 
noted that many important lines go much farther in the use of 
cost accounts and statistics than the anti-cost theorists would 
deem practicable; and I am convinced that we only need perfected 
accounts and more interpretative statistical data to enable us, not, 
indeed, to make “joint costs” directly and specifically assignable, 
but to make them logically and rationally so. 

Two main questions are raised in my mind by the paper,— 
questions which, though old, must ever be reanswered: (1) What 
is meant by the value of the railway property? (2) Is there any 
conflict between the cost basis and public policy? As to the first 
question, I note that, among other meanings, “value” may indicate 
either “market price” or “cost price.” If the value of the prop- 
erty be taken to mean the former, there is obviously danger from 
the logical whirlpool that sets in when rates are allowed to enter 
the determination of rates; for is the market value of the prop- 
erty not partly determined by the income from rates? This could 
be called a “cost basis” only in a private and individual sense. 
To the railway director, railway capitalization stands as a liability 
and the interest on funded debt as a “cost”; but to the public, 
the actual investment, or expense of labor and materials, is the 
cost. If, however, the value of the property be taken to mean 
a “cost price,” we should merely be using that value as one ele- 


} ment in a cost basis for rates. We should learn the cost of the 
) property (whether “original” or “reduplication”) so that interest 
. charges could be directly determined and distributed. This seems 
m to me the only satisfactory interpretation of “value” to be adopted 
) here, and is the one meant by Commissioner Meyer, I presume. 
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is distinct from cost, merely makes exceptions. It does not furnish 
a rule for rate making. It is—is it not?—an end, or goal, not a 
means. 

Thus far, I have confined myself pretty strictly to issues directly 
suggested by the leading paper. If I may venture to make an 
additional point, I will say that I believe that the whole problem 
which confronts us is to fix rates as they would be fixed under nor- 
mally competitive conditions, and that to do this satisfactorily we 
must bring to a synthesis several of the fragmentary, partial the- 
ories which now engage our attention. These fragmentary theories 
are the result, I take it, of past misunderstandings. It has not 
been long since the average man in his heart believed that railways 
could compete, and few men fully realized the extent of the 
railway’s public character, to say nothing of the significance of 
the doctrine of joint cost. Born of this confusion, or these con- 
fusions, naive cost theories have jostled incomplete value-of-com- 
modity theories and fought with question-begging value-of-service 
theories. But now that the ground has been cleared and the true 
economic nature of the common carrier established, the time is ripe 
for a coérdination and a synthesis. It is true that competition can 
not obtain in the railway field, but that does not mean that the 
forces of demand and supply are not operative there. Why, then, 
not set out to solve the problem of constructing a rate yardstick 
by the demand and supply route? It is a block-signalled, rock- 
ballasted road, lined with venerable classic scenery. Do you hesi- 
tate because competition is lacking? It is not competition, as such, 
that makes the demand and supply road safe. The only validity 
that demand and supply analysis ever has depends, logically, not 
upon competition, but upon the number of exchanges that take 
place. We validate the working of demand and supply on the 
ground that their equilibrium gives the maximum number of ex- 
changes. Then, taking for granted railway monopoly, why not 
seek to approximate the effect of competition on rates by construct- 
ing schedules of shippers’ demand prices and carriers’ supply 
prices? Here, of course, the difficulty of joint expenses arises. 
(And we cannot directly assign the total of a railway’s costs. The 
schedule of carriers’ supply prices can not be simply determined. ) 
We must seek a rule for determining the portion of joint expense 
that each class of traffic would bear under competition. This is 
the heart of the problem. . 

At the outset we may gain some comfort because, in the first 
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THE RURAL ORGANIZATION SERVICE 
By T. N. Carver 
Director of the Rural Organization Service of the 


Department of Agriculture 


It has long been recognized that the peculiar weakness of agri- 
culture lies in its lack of organization. This lack of organization 
is due, first, to the large number of persons engaged in farming; 
second, to the fact that they live so far apart; third, to the fact 
that our system of settling the public lands was an extremely in- 
dividualistic one; fourth, to the heterogeneous character of our 
rural population in most of the states. 

Hitherto, most of the work of the federal and state governments 
for the promotion of agriculture has related to the technical side 
of agricultural production. It is the theory of the present Secre- 
tary of Agriculture that it is quite as important that the work of 
buying supplies, of marketing products, and of rural finance should 
be promoted by government agencies as that the technical work of 
production should be so promoted. Congress had already appro- 
priated $50,000 for the study of the problem of marketing and 
the diffusion of information on this subject among our agricultural 
population. The Secretary saw, however, that the problem of 
marketing was largely a problem of organization and that organi- 
zation includes a number of other things besides marketing. Ac- 
cordingly, it was deemed desirable that a Rural Organization 
Service be established within the department to develop this new 
phase of agricultural promotion. The General Education Board, 
which had been lending its financial support to the farmers’ co- 
operative demonstration work of the department, organized by the 
late Dr. Seaman A. Knapp, in the fifteen southern states, were 
also planning to extend their work to other states, and to other 
kinds of agricultural education. An agreement was arranged 
whereby the Rural Organization Service should be supported by 
the General Education Board in order that the work might be 
begun in the field of rural organization. 

Outside the office of markets two main lines of work are contem- 
plated,—one in the field of rural finance, including both long and 
short time credit and insurance, and the other in the promotion of 
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codperative society. They overlook the fact that it is likely to 
happen under this form of organization that some of the leading 
stockholders may be more interested in dividends than in increasing 
the profits of the ordinary business of the farmer. On the other 
hand, some of the extreme advocates of coéperation seem to think 
that there is some magic about the “tone man, one vote” principle. 
They are unable to see that all that is necessary is that the man- 
agement of the society shall always be controlled in the interests, 
not of the receiver of dividends, but of the receiver of the ordinary 
farmer’s income. That is to say, the affairs of the association 
must always be managed so that the profit will come to the farmer 
in the form of better prices for his produce or lower prices on 
what he purchases, rather than in the form of higher dividends on 
his investments. From this point of view, the “one cow, one vote” 
principle is just as good as the “one man, one vote” principle in 
a codperative creamery. 

Under the third head, it is found that a great many farmers 
are borrowing money for non-productive purposes, or going in 
debt for things which do not add to their income, merely because 
their credit is good. It is probably safe to say that one half of the 
farmers who are now in debt would have been better off today if 
their credit had not been so good or if they had not been able to 
borrow on such favorable terms. Among all the studies that have 
been made of European agricultural credit systems, it has never 
yet been sufficiently emphasized that the function of a coéperative 
credit association is just as much to refuse credit as to give it. 
The farmer on a western claim who, as soon as he receives a title 
to his land, mortgages it in order that he may go back East to 
visit his wife’s folks, would find himself unable to get anything 
on any terms from a wisely managed coéperative credit association. 
What these European credit associations are, really, are associa- 
tions for the promotion of productive agricultural enterprises 
by advancing capital for these enterprises only, and refusing it 
for all other purposes whatsoever. Until a group of farmers have 
this idea thoroughly in mind, they are not in a position to be en- 
couraged to start a coéperative credit association, either for long 
time or short time credit. 
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T'rans portation and Storage Problems. 


This work will include investigations of problems in transporta- 
tion, concentration, storage, and preservation of farm products, 
elimination of waste, and the study of problems connected with 
surplus market supplies, also the transportation, distribution and 
delivery of supplies needed on the farm, terminal and transfer 
facilities and practices including freight congestion, car supply, 
deterioration in transit, minimum car lot and demurrage regula- 
tions, improved car construction for specific products, extension 
of the practice of precooling of perishables, efficiency of iced pick- 
up cars, and other special service concerned in getting the products 
of the farm to the ultimate consumer. 


City Marketing and Distribution Investigations. 


The Department’s first interest naturally is in the farmer pro- 
ducer. Nevertheless, we have the greatest interest in the consumer. 
Help to either, if based on sound economic grounds, should be a 
help to the other. The work in city marketing and distribution is 
planned to be definitely and practically helpful. It contemplates 
a careful study of the uses and limitations of farmers’ municipal, 
wholesale and retail market houses, curb markets, and other sys- 
tems of city distribution, including all the problems involved in 
provisioning metropolitan populations and the promotion of di- 
rect dealing between producers and consumers by parcel post, 
express, freight, and other methods of delivery which the varying 
conditions of different communities may justify. 


Coéperative Production and Marketing Investigations. 


Upon the ultimate successful outcome of the extension of co- 
operation depends in large part the solution of our marketing 
difficulties. Small farmers producing less than car lots cannot 
hope to pack, crate, ship, and sell to advantage. With a view to 
extending coéperative enterprises into all sections where this type 
of handling farm business is best suited, the Department will study 
not only production and marketing, but codperative producing 
and distributing, as well as the auditing and accounting systems 
of codperative organizations, for upon efficiency in this respect 
depends in large part the success of farmers’ codperative organi- 
zations. The information obtained will be furnished to farmers’ 
organizations and societies of consumers and others interested in 
the problems of marketing and distribution. In sections repre- 


4 
q 
oat 


senting difi ries we plan also to 


TT! Oth ng end of the 


agricultul rt r branches of 
the Department producing end, 
determining f;: ring to solve mar 


ke ting probie! the best interests 
of all concern 

Marked resu ed for too quickly. 
It must needs rst, and the problems, 


being mostly e broad and careful 
treatment I nt 1 arketing system 
have grown uj] rrected or reg 
ulated 


B. H. Hi I ssor Carver has said, 
may be w l ng the difference be 


tween tl fal y and the codperative 
company in V ted and provision is 
made for a t1 type of organization 


Is usual for t , although frequently 
the number of permitted to own is 
limited. In 1 1s one vote without 
reference to tl is become quite the 


fashion to itside the pale of 


codperation, a man, one vote 
is the first ess be admitted into the 
select company 


Before tal n tter it would be well 


to consider that rreat number of farmers’ 
companies dou r the end desired through 
the old time st [hese are farmers’ com- 
panies, run by farmers. Such are the 


elevator compa I nd two thousand. 


4 


doubt they fal yperative concerns, but 


they are comin , 1t Was a very usual 


of gusto the f r a hundred per cent 
dividends on t! isually so as to make 


much less, and they keep quiet about 
it. This chang it with the realization 


106 
ae 
De 
me 
Tr 
Tis 
+} 
VE 
ou 
let 


The Rural Organization Service—Discussion 107 


that some stockholders are getting dividends, not so much out of 
the capital which they have invested, as out of the business con- 
tributed by their neighbors. However, in many states there is 
no legal provision for the incorporation of the strictly coédperative 
company, and therefore the companies as organized are about as 
near an approach to the ideal as circumstances will permit. Again, 
the practice in a great number of cases is to allow each member 
one vote and to pay back to each patron for his produce a price 
which leaves little to put into dividends. By these arrangements 
the advantages of the codperative company at its best are 
approximated. 

On the other hand, there are circumstances under which it is 
doubtfully advisable for the fullest type of coéperative company 
to be organized. Suppose, for example, that in the vicinity of 
some small town there are half a dozen strawberry growers who 
depend mainly on the sale of berries for their yearly income and 
a dozen growers to whom the business is incidental. If the eight- 
een growers should form a company for the marketing of straw- 
berries it may well be that the six men who have the most at stake 
will decline to put two-thirds of the whole voting strength into 
the hands of the small growers who have a different relation to 
the business. It does not follow that the one set of men should 
make money out of the other set. In some cases attempts have 
been very successfully made to distribute the voting power ac- 
cording to the amount of business contributed by the several 
members. 

Where the state law provides for a full-fledged coédperative 
company, where the farmers are sufficiently well educated to accept 
the principle, and where the amount of business contributed is not 
greatly unlike among the members, it would no doubt be well to 
insist on such an organization. But where other conditions obtain 
the stock company may still serve a good purpose and under it 
very creditable coéperation be carried on. 


W. W. Fotwe tu suggested the propriety of taking into account, 
in all discussions regarding rural betterment, the temper and dis- 
position of the country people who are to be the beneficiaries of 
our charitable endeavors. No beautiful ready-made systems can be 
let down out of the skies which will avail anything without their 
invitation. The wide dispersion of the people on the large farms 
of America, the mixture of races in communities, the indifference, 
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THE THEORY OF RENT AND AMERICAN 
AGRICULTURE 
By H. C. Tayior 
The University of Wisconsin 


It is assumed that the phrase “the theory of rent” refers to 
the theory as stated by Ricardo. This theory may be said to 
contain three major premises, namely : 

1. The more useful grades of land are first utilized, and with 
the growth of population the movement is from the better to the 
less useful land with rising rents on the older lands. 

2. Rent is the one differential surplus in the distribution of 
wealth. 

3. Rent is measured by the differences in the usefulness of land. 

While these propositions have all been accepted and taught in 
the United States, no one of them has passed without criticism 
ind modification. 

I. In the middle of the nineteenth century American agricultural 
development had reached a stage where, for the time being, and 
looking at the United States in the large, the very reverse of the 
issumption that with progress the less and less useful lands will 
be resorted to and the rent of the older lands continue to rise pre- 
vailed. By the middle of the century the westward movement of 
population had reached the prairies of the central states where the 
cost of bringing land into cultivation was at a minimum and the 
natural fertility of the land was at a maximum. With the develop 
ment of transportation facilities this land has gradually become 
the most valuable in America. 

With the expansion of the corn area the movement was from 
poor corn land to good, then from good to excellent. This was 
partially true of wheat, though it may be questioned if any wheat 
lands in the United States have ever surpassed the best wheat 
regions of New York and Pennsylvania. The significant fact 
was the great abundance of wheat land. In the expansion of the 
cotton area the Ricardian theory was both proved and questioned, 
for, while the westward movement brought better lands into culti 
vation, these better lands, for example, the black prairie of Ala- 
bama, the alluvial areas of the lower Mississippi and the black 
prairie of Texas, were selected spots surrounded with wide areas 
of less useful lands which were passed by to take the better lands. 
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Differences in the efficiency of men were recognized by J. E. 
(horold Rogers in the little volume on Social Economy pub 
lished in 1871, in which he says, “There is a sort of fertility of 
men’s minds very like the fertility of certain fields. .. . The work of 
one man may be paid for at fifty times the rate which another 
man’s work is paid, simply because people find out that it is worth 
fifty times as much.” But it was the American economist, Francis 
\, Walker, who accepted variation in human efficiency as an im 
portant fact in the industrial world and made it the basis of his 
theory of profits, thus putting his theory of profits on a par with 
the theory of rent. Once the question was thrown open the ten 
dency has been to look for new species of the genus to which rent 
belongs. This broadening of the differential theory formerly 
:pplied only to rent was an important step forward in the history 
ff economic thought. 

Ili. The Ricardian statement of the measure of rent becomes 
seriously complicated so soon as it is admitted that rent is one of 
. class. If rent is measured by the differences in product, the 
question may well be asked,—‘“*Whose product and by which grades 
f equipment?” This problem has been dealt with in detail at other 
times and will not be entered upon here except to state that while 
the differential character of rent stands reinforced by its compan- 
ions, the differential measure of rent seems to have been thrown 
into utter confusion by the presence of other differentials to be 
paid out of the same lump sum. 

The quantity of rent can best be studied by listing all the forces 
which tend to increase and all the forces which tend to decrease 
rent and proceeding to study these forces at given times and places 
in the light of history and geography. In other words, the same 
methods are essential in the study of the annual value of land 
(rent) as are used in the study of the value of other economic 
goods. A summary statement of the forces which determine the 
amount of rent which the writer has used in the class-room is as 
follows: 

The amount of rent tends to vary directly with the number and 
capacity of those engaged in agriculture and of the equipments 
employed, directly with the amount of capital seeking investment 
in farming operations, directly with the opportunities for con 
tinuous, remunerative employment throughout the year for the 
labor and equipments, directly with the social advantages of the 
locality, and directly with the prices of farm products. The rent 
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THE THEORY OF RENT AND AMERICAN AGRICUL 
TURE—DISCUSSION 


Ricuarp T. Evy: I do not believe that government purchase 
necessarily means a greatly increased price of land purchased. It 
has been stated that the government has paid a high price for the 
land purchased in Ireland. Mr. Lloyd George has made this 
statement in the British Parliament. In my investigations in Ire- 
land last summer I did not find facts that would warrant this 
statement. Very generally I found that the government paid 
bout twenty years’ purchase, whereas in England very often the 
price of land far exceeds this. There are certain peculiarities in 
the Irish situation which might make the value of land less, 
but even if we take these into consideration I do not think that 
t can be said that the government has paid a high price for the 
land. I remember talking with a gentleman connected with one of 
the commissions about a great estate which it was expected would 
soon be purchased, and I was told that it was expected to buy the 
land at a price varying from eighteen to twenty years’ purchase. 

In Ireland there is a twelve per cent bonus paid to owners, but 
e impression that I have gained was that even with this bonus 
included the owners did not receive any exorbitant price for their 
land. In making bargains for the sale of land it was impossible 


to avoid taking into account the twelve per cent bonus. 


+} 


This subject has been discussed in connection with the proposed 
purchase of land in England. I think it is agreed that if the 
government should proceed carelessly the price of land would be 
raised. If, however, the government buys land cautiously only 
when it is offered in the market at a reasonable price I do not 
think that it would result in raising the price of land greatly. I 
think also in other countries if the government is in the market to 
buy land only when people really desire to sell, it can make good 
bargains just as a private individual can do who is a purchaser 
only when he finds what he regards as a good bargain. 


B. H. Hrezarp: The results of a questionnaire sent to the land 
lords of an Iowa county support strongly the contention that cash 
rent is no more adjustable to changing conditions than is share 
rent. The replies show that the proportion of the crop received 
as rent has increased appreciably within the past few years, thus 
giving the landlord a return greater in quantity as well as higher 
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0 THE PROBLEM OF SYNDICALISM 

By Joun Granam Brooks 

g Cambridge, Mass. 

. As I wish chiefly to ask what our attitude is to be before the 

: issues Which syndicalism raises, I shall first give but the baldest 
statement of such theory and practice as are supposed to dis- 

tinguish the movement.’ 

, We have to think of it as turning away from all that state 

. socialism means and making its appeal to the trade union and, 

ri in this country, to whatever convulsive mass-action it can inspire 

‘ in the labor world. It talks garrulously about Marx, but does 

- not care a fig about him or for his theories, except the class war. 


Led by Sorel, there has been most incisive criticism against Marx, 
closely in line with that of Bernstein and the Fabians. There is 
fine sport with almost every destructive economic formula, ex- 
cept his generalizations about class antagonisms. 

In carrying through this war, syndicalism is to gain its end 
chiefly outside politics. This is to be done, not in the spirit of 
the older individualistic or philosophical anarchy, but by a kind of 
crowd-anarchy,—an anarchy of federalized minorities, contemp- 
tuous of democracy with its majority rule; even fighting propor- 
tional representation because it lets the masses in. 

If it ts a war of classes, syndicalists take the logic of it. They 
clutch at the pragmatists because the Bergsons seem to give the 
world, soft as wax, into hands that wish to mould it over after 
their own will. This “creative evolution” thus avoids the hardened 
fatalities of an economic determinism. 

But all that theorizing has not a tithe of the value for us which 
is possessed by their practical ways and means. How is this war- 
concept to be applied so that capitalism with its wage slavery 
shall tumble about our ears? Here is the line for direct action 
and sabotage en route for the General Strike. 

A polite definition for sabotage would be, “withholding one’s 
efficiency.” If the employer is too obstinate, go a step further 
and cripple the efficiency of the machine or spoil the product. If 
we think of what popular science, chemical and other, is putting 
into the hands and brains of unlearned folk, sabotage is a very 


‘T have made no distinction in this paper between syndicalism and “industrial 


unionism” because the distinction seems to me to have little or no value. 
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If we add to this, that syndicalists seem honestly to believe that 
Fabianisms and reforms of all sorts are vicious, because they 
merely prolong the final surgery without in the least evading it, 
we have the essential outlines of this newest thing in the way of 
economic and social deliverance. It all means that parliamentary 
ind legislative procedure moves so slowly and so lamely that an 

utside stimulus is thought necessary—a more vehement, unencum- 
bered and direct impact of mass-action. 

It is this which raises a question of genuine speculative interest. 
Social growth, especially in revolutionary moments, has depended 
very largely upon the help of extra-legal agitations and even in 
coéperation with forces as directly lawless as Northern defiance 
of Fugitive Slave Acts. Whether at any time or place social and 
economic malajustment has reached a stage which requires or ex- 
cuses such outside attack, is a betting issue settled only by experi- 
ment. Syndicalists are betting that capitalism is now at a point of 
dangerous instability which requires treatment not prescribed by 
doctors and nurses in good standing. It is speculatively conceiv- 
able that they are right; conceivable that, in addition to all that 
reform and regulatory legislation can perform, the whip and 
sting of more and other incentives are also required. If this should 
prove true, the future will have a very different moral judgment 
about syndicalism from our own. 

The only way known to me of dealing either fairly or intelli- 
gently with my subject is at once to raise two questions. First, 
of what is syndicalism a part; to what larger whole does it belong? 
Second, are capitalism and the wage system so far losing hold 
upon what is vital to their own security as to require profound 
readjustment? 

Those who are angered and inconvenienced by the coltish ways 
of our I. W. W. insist upon ignoring them or treating them as a 
bunch of outlaws quite venomous enough to be exterminated, if it 
can be quietly and diplomatically managed. A pat example of 
this perversion is just at hand in a sixteen-page bulletin of the 
New England Civic Federation. It tells of the equity suit brought 
to compel an accounting for money contributed to I. W. W. lead- 
ers. In the midst of the Lawrence strike, while funds were pouring 
in, the rumor spread that these were being used for all sorts of 
purposes besides relief to strikers and their families. There never 
was the slightest doubt that this was true. It is as old as history 
that funds gathered on the fighting line in revolutionary uprisings 
have been recklessly used. They have gone “for the cause.” They 
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justify every extreme of critical ferment required, first, to startle, 
then, to educate, that body of opinion without which no change is 
possible. 

If there is one fairly trustworthy inference about revolutions, 
it is that the blind refusal of those who hold the seats of power, 
to yield and adapt themselves to the new exigencies is at least as 
dangerous to “order and progress” as are the outside agitations. 

Let us look for a moment at one aspect of this hostility to those 
who have held dominant economic power. Wholly irrespective of 
our likes or dislikes, is anything more eventful happening just now 
than the rapidity with which power is passing to the people? The 
whole story of regulating monopoly and great industries is only 
one record of this fact. Politically, the referendum, recall, initia- 
tive, popular election of senators, and the like, have the same sig- 
nificance. All the secrecy and monopoly in caucus and conventions 
have become as intolerable as have the corresponding absolutisms 
in the business world. A third and perhaps still more momentous 
sign of this shifting of power and control is the growing determin- 
ation to deprive the courts of what is widely felt to be too much 
power: a too absolutist, too mysterious: too “divine right” kind 
of power. It is no longer the rabble that is saying this, but men 
at the head of law schools, professors of political science, and able 
lawyers. In Brooks Adams’ Theory of Social Revolution, just pub- 
lished, all this is summed up through a series of judicial cases, with 
an interpretation of Mr. Roosevelt’s “recall of decisions” that is 
full of instruction. 

If, for the moment, we can so far detach ourselves as to look 
solely at the fact of what is happening in this transfer of power 
(a) from capitalistic control, (b) from the older political control, 
and (c) from judicial control, we shall be putting on record pre- 
cisely what constitutes this revolutionary change. However un- 
couth, syndicalism is a part of this shifting equilibrium and as 
such it must be treated. 

We know that the main contest is over the control of industry 
and the profits of it. Those to whom power is passing, not only 
believe, but they have now got plenty of evidence that capital— 
even if not playing with loaded dice—has controlled forces—eco- 
nomic, political, inside information—which have enabled it, and 
still enable it, to take an exorbitant share. At the present mo- 
ment, in practically every land, the challenge takes legislative 
forms in hundreds of investigations and reports: in income and 
inheritance taxes, up to the Lloyd George land scheme, and all the 
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take account of these facts.- Syndicalism stultifies itself by carry 
ing this vocational emphasis to an extreme as if all geographical 
bases of representation were to give way. Apart from the kind of 
work done, the dwelling place will also have its interests to main- 
tain, but syndicalism has to be thanked for regimenting the wage 
worker along broader lines than those of the craft and insisting 
upon more substantial political recognition of these vocational 
entities. 

There is nothing now more evident within the socialist follow- 
ing than that the consumer point of view has had too extensive 
hearing. However much they may be organized in state and city, 
the labor groups as producers have to have their own innings as 
syndicalists suggest. 

What for example is more significant than the recent rise of the 
trade union inside the English Coéperative Movement? As the 
profit-sharing idea fails, the union asserts itself and even raises a 
strike fund. It is the distinct recognition that employees have 
been overlooked; that their interests as producers do not run quite 
level with those of consumers, and must be stoutly maintained, 
They all know that consumers’ coéperation is a greater and more 
vigorous force than ever, but that the shop workers must 
make their own fight. In the authoritative Jubilee History of the 
C., W. S., just published, this assertion of the shopman is frankly 
justified, though the trade union label with its awkward conse- 
quence for codperation is derisively rejected. 


This larger revolt includes anarchists, communists, socialists, 
single taxers, and a most formidable contingent of radical poli- 
ticians the world over. If in some color scheme this protesting 
multitude could be mapped out, syndicalism would have its own 
tint differentiating it a little from anarchy and communism, more 
from socialism and collectivism, but so shading into all of them 
as to baffle the hardiest attempt to preserve outlines. 

Syndicalism has already produced its “reform branch” of op- 
portunists who differ in no conceivable particular from multi- 
tudinous socialists of more radical temper. The withering criti- 
cism which so many socialist veterans have inflicted on syndicalism 
would lead one to believe that it had nothing in common with 
socialism. The running fire of vituperation against socialists 
which fills the syndicalist press, would confirm this view. Yet 

*See, for example, the remarkable pamphlet just published by that veteran 
investigator, Charles Booth, Industrial Unrest and Trade Union Policy. 
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and will ultimately rule. Wise are the bankers, manufacturers and in- 
estors who recognize that it will be labor which is to rule. If so, this means 
labor must ultimately acquire the industries, as capital will not much 
nger rest content with present conditions. Thus the question is as to the 
method by which this change in ownership may be brought about. 

In his own large lettering he says: 

PHEREFORE ALTHOUGH WE MAY DESPISE THE LEADERS 
\ND CONDEMN THE METHODS OF THE I.W.W.’s, WE MUST NOT 
LOSE SIGHT OF THEIR ULTIMATE AIM, AS UPON THIS AIM DE- 
PENDS THEIR FUTURE GROWTH. IN SHORT, THE AMERICAN 
FEDERATION OF LABOR PROFESSES TO BELIEVE THAT THERE 

\N BE TWO HEADS TO A MILL OR BUSINESS AND THAT IT CAN 
BE OPERATED JOINTLY BY CAPITAL AND LABOR. THE INDUS- 
rRIAL WORKERS OF THE WORLD STATE FRANKLY THAT ULTI- 
MATELY THERE CAN BE BUT ONE HEAD.—EITHER CAPITAL 
OR LABOR MUST RULE—AND THAT WE ARE TO SEE A FIGHT TO 
fTHE FINISH. I REGRET TO ADMIT IT, BUT I NEVERTHELESS 
BELIEVE THAT THE ILW.W. THEORY IS THE MORE CORRECT, 
AND MANY GREAT MANUFACTURERS RELUCTANTLY AGREE. 


Of course, I make these statements to clients only in strict confidence and 
these facts should be so treated; but I do urge clients to recognize them and 

pare for such events as follows: 

1) BY CONTRACTING ONE’S INTEREST IN CERTAIN KINDS OF 
BUSINESS AND GRADUALLY “GETTING UNDER COVER.” 

) BY PURCHASING ONLY SECURITIES WHICH ARE ISSUED 
ON A BASIS MUCH BELOW THEIR LIQUIDATING VALUE. 

(3) BY DEVELOPING HEALTH AND OTHER ASSETS WHICH 
ARE FAR MORE IMPORTANT THAN MONEY, AND WHICH CAN- 
NOT BE TAKEN AWAY. 

(4) BY TRAINING ONE’S CHILDREN, BOTH BOYS AND GIRLS, 
TO BECOME PRODUCERS, AND LEARN SOME TRADE WORTH 
WHILE BY WHICH THEY CAN SUPPORT THEMSELVES IF 
NECESSARY. 

{Tt WILL, HOWEVER, CONTINUALLY BECOME MORE DIFFI- 
CULT FOR THE IDLE WELL-TO-DO TO LIVE WITHOUT WORKING. 
THE ENTIRE WORLD IS AWAKENING TO THE POWER WHICH 
DEMOCRACY GIVES AND THESE POWERS WILL SOON BE TRIED. 
[hose of us who have been lazily living on what we have inherited are in the 
same position as were the rich monks of Europe before their properties were 
eized by the state. For centuries these church orders waxed rich because 
they were able to make the people believe in the sacredness of their organi- 


These opinions of Mr. Babson would have surprised me much 
more, if within very recent years one did not hear men of large 
experience in financial affairs, when they are in a detached specu- 
lative mood, express opinions differing in no important particular 
from those just quoted. After I had read them, I wondered how 
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intellectuals, as well as trade unions and collectivists of all sorts, 
that labor is defrauded by artificial privileges which capitalism 
has made its own. 

It seems to me possible to state with some precision what our 
attitude should be in spite of all the scare words. It is true that 
inherent in it is the lunge toward anarchy, though of the feder- 
ated type. This is apparent in its refusal to submit to the disci- 
pline of organization. As inherent is the drift toward organization 
with the necessary uses of political action, compromise and control 
of factional and minority opposition. This gives us again the old 
contest and see-saw in about every step of what we know as 
modern socialism. That syndicalism is to be tested and tempered 
in this same furnace is certain.® 

It is not for nothing that the “war-mother” of syndicalism—the 
General Confederation of Labor in Paris—refuses to take part in 
the International Syndicalist Congress this autumn in London. 
The C.G.T. is itself rent by all the schism it can stagger under. 
It has had a dozen years of wrenching experience over every fun- 
damental issue which distinguishes the movement. It has fought 
proportional representation and stuck to “one union, one vote” in 
order to preserve its sanctity of minority right. But the Miners, 
Railway Men, Printers and Textile Workers are obviously up in 
arms against the rule of minority vote in lesser unions, 

Every scrap of news one gets of this struggle indicates that the 
more powerful unions are every day more committed to the severi- 
ties of genuine organization, as in the nature of the case they 
must be, if discipline is to have the only thing which gives it 
value, power, and stability. It is these larger bodies which make 
short shrift with invading anarchists, because, when business has 
to be done, the anarchist is a nuisance. He wants insurrection 
and he wants it all the time. It is in the smaller unions that these 
scouts find themselves at home. As in this country, they overdo 
the strike, exhaust resources, create reaction within the general 
body, and strengthen reformist tendencies in the solider unions. 
It is this exact result now showing itself in France. Even the 
smaller unions are crying out against irresponsible strikes ini- 
tiated by locals. They insist upon federal decision in order to 


*I read in a socialist sheet published in this city that one so prominent as 
Mr. Trautmann resigns from the more radical fighting section to join the 
reformist section who sniff at sabotage and direct action and who know 
very well that politics is not merely to be an occasional weapon, but a steady 
and serious business. 
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This gives us definate consent to and alliance with advanced con- 
structive political radicalism. 

| therefore put the question, if syndicalism so early in its history 
reproduces the old experience within the groups calling themselves 
syndicalist—if even there, they find so soon the narrow limits 
of the mere fighting, atomistic tactics, what would happen if they 
had their way? What would happen if the citadels of capitalism 
fell and the one big union trooped in to take possession? Local, 
national, and international trade is still to go on and, if so, that 
trading must be organized, with centers of power at least as great 
as those which now exist, and probably far greater for this reason, 
that syndicalism on its own principles could not permit any one 
labor group—tanners, miners, gardeners, textile workers—to get 
the old graft of differential advantages. To avoid this, to see that 
such local unearned increment springing from lucky position, 
shifting of values, and trade currents, richer coal beds in one 
place than in another, some method that should carry such dif- 
ferentials automatically to all labor would surely require powerful 
and extensive organization. 

Now that part of syndicalism which passes into the reform 
movement would lend itself naturally to this organic development. 
That part which proves recalcitrant will drift to its own anarchist 
belongings, leaving us still the oldest struggle in the world and 
the one which will longest endure: the contest between the ins and 
the outs,—between those to whom social control has been intrusted 
and those who itch and ache to get that power themselves. It is 
between these two tendencies that we have to find our way. With 
the reformist wing, it is perfectly easy for all the more radically 
minded to find points of constructive alliance in the whole body of 
advanced social legislation. 

Our difficulties are not here, but with the revolutionary sections 
of syndicalism, which flout all these concessions. Beyond the line 
of serious law-breaking, against which any self-respecting society 
will defend itself, is there that in syndicalism which we must not 
only tolerate but welcome? 

I wish to give one reason for such forbearance, and even such co- 
operation as forbearance implies. This justification must depend 
upon analogies, which I do not forget are beset by pitfalls. 

Nothing characterizes syndicalism*more than its reliance upon 
emotional reactions; upon the feeling of grievances as distinct 
from the more highly rationalized justification of those feelings. 
In the Peterloo days, English labor was striving for ends that 
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nents, and out of the tug of the day’s work labor won its own 
triumph. It has been won by those who could not theoretically 
iustify it, but who had the tenacity to follow their interests until 
experience had heaped up all the proofs they needed. Syndicalism 
is surely in a class with these pioneer uprisings. At its best it 
becomes a part of those newer social growths which are the basis 
of all our guessing at future economic and political development. 

There is monotonous insistence among more reflective syndi- 
calists that, as they rise up through their special industries, they 
are to be more and more the creative artists in wealth production. 
This is the labor copartnership ideal touched a little with poetry, 
ind it is extremely likely that any possible future will have to 
allow for a great deal of this artistic individualism. After mo- 
nopolies have gone once for all to the state and city; after con- 
sumers’ codperation has immensely extended its field wholly outside 


the socialized monopolies 


a codperation free, voluntary, and with 
plenty of competition to keep the state functions on their good 
behavior—it is fairly certain that syndicalism in this sense will be 
found to have made its own precious contribution. If we may be- 
lieve that essential monopoly can really be brought under social 
control, an enormous part of the world’s work may then develop 
freely, competitively, both from consumers’ and producers’ point 
of view. From the side of the producer, syndicalism would have 
its claim to partnership in that larger whole. Its motive is that of 
the trade union at work. Here it will fight for the best pay and 
conditions it can get, as against the consumers’ determination of 
what shall be produced and how it shall reach him. 

By itself syndicalism cannot perform the task of organizing 
and distributing differential advantages,—all the unearned in- 
crements that spring from sources beyond the individual and be- 
yond the special industry. Every attempt to formulate this in 
hierarchies of organization carries them straight out of and 
beyond syndicalism. So much of syndicalism as has already ex- 
pressed itself in French and Italian coéperative undertakings 
shows us the partial possibilities along labor co-partnership ideals, 
and at the same time shows us the limits within which it is likely 
to do its work. 

Viewed thus as a part of industrial development, we should wel- 
come it precisely as we welcome the service which socialism can 
perform. It, too, will never have the game all to itself. Both as 
agitator and as socializer of monopoly privilege, it will play a 
very large part in the future control of industry. But beyond it, 
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THE PROBLEM OF SYNDICALISM—DISCUSSION 


Kart Rarucen: Mr. Brooks’s paper is so largely political in 
character that I can speak on it only reluctantly. I have not the 
presumption to tell Americans what attitude they should take in 
regard to a movement which is essentially a political one. To an 
economist the first question must be: what is the character and 
strength of syndicalism? 'To a German economist it is striking 
that syndicalism seems to be essentially of national character, 
having its origin and strength mainly in France and Itaiy. With 
Sombart I think that this comes not only from national character, 
but also from the less advanced economic condition of those coun- 
tries. Syndicalism and kindred anarchistic movements have never 
taken hold of the German workingmen to any extent. One may 
find something of the kind in the so-called locally organized unions, 
which have never had real influence, and in the case of want of 
discipline in starting inconsiderate strikes, which the centralized 
unions mostly succeed in putting down (e.g. the strike in the 
Hamburg shipyard last summer). 

Mr. Brooks has pointed out the inherent weakness and lack of 
organization of syndicalism. I quite agree with him here, and 
when he sees in syndicalism a part of the great movement of un- 
rest. But I cannot follow him when he asks for sympathy with a 
movement because we do not know what will come out of it. His 
analogies do not seem to me convincing. If the Grangers asked 
for control of railways, for a parcel post, and an income tax, these 
were in themselves not new, and they remain entirely within our 
economic system. If, as contrasted with industrial copartnership 
and the self-governing workshop, consumers’ coéperation has suc- 
ceeded, it is because this also is carried on, to a large extent, on 
the basis of our economic system and has not tried to do away 
with the wages system. Syndicalism comes back to the utopian 
idea of the self-governing workshop and underestimates entirely the 
strength of our economic system. I can see in syndicalism only a 
passing phase of the social movement. That part of it which has 
vital force must come over to the discipline and organization which 
has made a power of trade unionism. That part of it which 
persists in its utopian ideas must pass away in consequence of its 
own lack of organized efficiency. 


M. B. Hammonp: There are four questions concerning syndi- 
calism which I desire to ask, and to answer as. fully as possible, in 
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something to improve the lot of these men, but even industrial 
unionism assumes a permanency of employment within a given 
industry, which does not exist for the majority of the werkers. 

2, When we come to discuss the aims of the syndicalists, or 
what constitutes their program of reform, we find that we must 
distinguish between their destructive and their constructive plans. 
It is their plans for destroying the existing order which have 
challenged the attention of outsiders, and which have received the 
most emphasis on the part of even those within the movement. We 
need not, I think, spend much time in discussing the futility of 
riots and sabotage in bringing about a better condition of society. 
When we turn to consider the constructive side of their program, 
it is then that we meet with the greatest disappointment. We find 
that there is no well-thought-out method of reform. No advance 
is made by the syndicalists on the old idea of coéperative so- 
cieties, and syndicalists have not shown any appreciation of the 
weaknesses which these attempts at codperation revealed. In fact, 
the syndicalist even emphasizes the importance of the very things 
which proved the destruction of the old coéperative movement. 
That movement failed, primarily, because it did not recognize the 
value of organizing and managing ability and offered no en- 
couragement to men having capacity for organization. Syndical- 
ism rests on the same fallacy. The syndicalist does not believe 
that any one person has greater capacity to rule than has the 
mass of workers. Mass rule is, according to the syndicalist, al- 
ways superior to individual rule, only it is not the rule of the 
majority which the syndicalist emphasizes but the rule of the so- 
called “moral active minority.” 

The syndicalists’ idea of the necessity of class conflict leads 
nowhere. Conflict, as all sociologists know, is of value as a 
social force only when it leads to toleration, but the conflict 
which the syndicalists preach is simply destructive in its nature. 
If the workers win their fight against the capitalists by their 
methods of riot, sabotage, etc., the exploited merely become the 
exploiters. The workers may gain control of the industrial estab- 
lishments, but syndicalism does not tell us how they would use 
them. 

3. As to the syndicalists’ methods, they are doubtless effective 
in creating annoyance, but they certainly do not convince us that 
they can create anything else. The general strike, or even a strike 
of all workers in the transport industries, is doubtless a powerful 
weapon, but such experience with its use as we have had shows 
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accurate definition of the movement, but it shows us why its 
followers are deserving of sympathy in their fatuous efforts to 
demolish and reconstruct the social order. If the syndicalist move- 
ment does nothing more than to spur on present-day reformers 
to urge the adoption of practical remedies for specific social 
diseases—such remedies as the minimum wage, workmen’s compen 
sation, sickness insurance, old age pensions, labor exchanges, in- 
dustrial education, and vocational guidance, all of which have been 
sufficiently tried to demonstrate their usefulness—it will have pro 
duced more good than it has of harm. All these reforms are 
calculated to be directly beneficial to the unskilled and semi- 
skilled workers and, to the extent to which they are adopted, they 
all tend to remove the causes which have produced this 
revolutionary movement. 

Furthermore, syndicalism may do something toward enabling 
certain leaders in business enterprises to see the need of more 
moderate reforms and to offer less resistance to the adoption of 
such a social program as most social reformers are now under- 
taking to carry through. It is unfortunate that their attention 
has to be called to the need of reform by such violent methods as 
syndicalists preach and practice, but it is perhaps better that it 
should be called to their attention in this way than not at all. 
Syndicalism, as Mr. Brooks justly says, is “just as legitimate 
and desirable as outside critical and protesting opinion ever has 
been.” It seems, furthermore, as legitimate as the tactics which 
recent congressional investigation shows the National Association 
of Manufacturers to have used, and while corruption on one side 
may not be sufficient excuse for violence on the other side, the 
fact that corrupt methods breed violence may serve to teach a 
useful lesson. 

Another point which I wish to mention before closing, but which 
I cannot, of course, develop, is that while syndicalism has no con- 
structive program to offer it may nevertheless point the way to 
a real solution of our present industrial problem. The ideal of 
codperative production carried through by private industries seems 
to me far better than that of socialized production through the 
agency of a state monopoly. While syndicalism does not itself 
show us how this coéperation is to be secured, it does indicate 
some reaction from the strong socialistic tendency of the last quar- 
ter century. Our modern corporations have proved fairly effi- 
cient in carrying on production, and have at the same time 
exemplified the possibility of the codperation of large numbers. 
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fore organically ineffective, syndicalism is, he has only to point out 
how strong it will be when it sweeps all the workers into one big, 
centralized union. If we bring forward facts to show that the 
syndicalist ideal, as we know it, is losing ground, he has but to 
reply that this means merely that the syndicalists are becoming 
opportunistic and reformist. 

Now with all due respect for Mr. Brooks’s intent, his open-mind- 
edness, and his remarkable intimacy with the facts of the labor 
movement, it does seem to me that he has thus enwrapped the sub- 
ject for discussion in a mystical cloud which completely befogs the 
issue. If we are to reach any practically valid conclusions in re- 
gard to syndicalism and the problem which it presents to us, we 
must, I believe, treat it in an every-day, matter-of-fact spirit,—if 
not as a concrete, organic entity, or movement, then at least as a 
fairly definite theory and mode of action. 

But in so far as we do this we seem bound to deny the main 
implications which flow from Mr. Brooks’s conception of it. He 
tells us that: 

The I. W. W. is first a part of the whole syndicalist movement of the world 
as that is also a part of the whole socialistic and politically radical defection 
against the economic and political order of our time. ... This larger revolt 
includes anarchists, communists, socialists, single taxers, and a most formid- 
able contingent of radical politicians the world over. If in some color scheme 
this protesting multitude could be mapped out, syndicalism would have its 
own tint differentiating it a little from anarchy and communism, more from 
socialism and collectivism, but so shading into all of them as to baffle the 
hardest attempt to preserve outlines. ... 


What is not, however, to be overlooked is that in time of strife these bodies 
will help each other. As in time of arms laws are silent, they will forget 
all theoretic variations when struggle is on. If in future the contests with 
capitalism are to be more frequent and more bitter, the inclusive total of 
this revolt will act together on the firing line to such extent as to obscure 
all the solemnities of separate programs. 

The implication here seems to be that it is impossible to exam- 
ine and judge syndicalism apart from the general radical labor and 
political movement; that it is imbued with all the importance of 
that movement and partakes of its general imminence; and that if 
we are inclined at all to take radical medicine for our social ills 
we must, perforce, swallow syndicalism with the rest of the bolus, 
for, “however uncouth, syndicalism is a part of this shifting equi- 
librium.” In short, Mr. Brooks seemingly denies us anything of 
the nature of revolutionary choice. 

Now this appears to place syndicalism before the student in a 
manner that is neither warranted by the facts in the case nor by 


cry from 
interest 
that a 

Can we 


to lop 
radical gro 
without 
movement 


of prol 

sections ol 
of purpose 
This is tru 


tional. 

is surely wipi 
ems tha 
sections U 
and method p 
still wanting | 

the most 


it will be on 
Mr. Bro 


effort to a 


to a positi 
honorific qu 
out in our ef 


what overaws 
which, if w 
fully as the 
ing to exorcise. 
If now we } 
calism 
mantle of 
really is it? 
in the labor 
shall confin 
because I havi E 
and, secondly, 


as it touches us 1] ons 


It 


needs and 


is a far 
in implication 
rds of action. 


to the notion 


I flict the ory or 


ted or super 
be affirmed 
the labor 
ind therefor 


divergent 


of 


nscious identity 


ly impossible. 


r soci il or na- 


‘ial development 


eeds, and prob- 


the divergent 
lical viewpoint 
ty; there is 
yn the basis of 
ndeed, at least 
her against 


idical elements 


choice, in his 

to elevate it 
to it a certain 
hich starts us 
problem some- 


favor. things 


i quite as care- 


ntly attempt- 


pproach syndi- 
protecting 


how important 


ngth as a factor 


this question I 
ountry, first, 


pean situation, 


f syndicalism, so far 


138 
va 
in this ) = 
Br 
ne 
Bot 
poli 
ted 
If 
Am 
But 
soil 
T 
reser 


The Problem of Syndicalism—Discussion 139 


To my mind there can be no doubt that as a people we have 
been led or frightened into a tremendous overestimate of the im- 
portance of the syndicalist element in the American labor move- 
ment. 1 think it can be shown that not only has syndicalism 
never infected any considerable body of American workmen but 
that it is today losing strength and influence with organized labor 
in this country. If we consider the various organic elements of 
the American labor movement these statements are not difficult of 
proof. 

We are told first that syndicalism was a “propelling force in the 
meteoric career of the Knights of Labor.” I seriously doubt the 
validity of this statement, but if it is true it is also true that 
the Knights of Labor has been utterly repudiated by American 
workmen. 

Secondly, if we look to the socialist party, which from the begin- 
ning has fought craft unionism and has endeavored to arouse 
American laborers into class consciousness, we find that it has 
taken care by constitutional enactment to clear its skirts from any 
syndicalist taint. 

Thirdly, it is a significant thing that the old ultra-radical So- 
cialist Labor Party contingent, which helped to organize the 
I. W. W., withdrew in a body from that organization when it 
turned from political to direct action. 

Fourthly, it is a matter of common knowledge that the Railway 
Brotherhoods and the American Federation of Labor, whose com- 
bined membership includes by conservative estimates ninety per cent 
of the union workers of this country, have consistently refused 
to countenance syndicalistic theory or syndicalistic organization. 
Both have advanced steadily in the direction of legislative and 
political action, until now the Federation has practically commit- 
ted itself to the ultimate formation of a labor political party. 

It is true, on the other hand, that we have heard much of late of 
American syndicalist societies and leagues, formed with the 
avowed purpose of “penetrating” the American labor movement. 
But I challenge any pro-syndicalist to expose the weakness of 
these so-called organizations by bringing forward any authenti- 
cated statement of their membership and operations. To all in- 
tents and purposes they are in fact paper organizations, mere 
imitative projects, without a root imbedded as yet in the fertile 
soil of the American labor movement. 

There remains then as the sole possibly significant organic rep- 
resentative of syndicalism in this country, the Industrial Workers 


| | 


L+U 


<4 
I 
( 
A { 
il 


ation 


ire face to fac wit} 
of the W. \ 

to get at th trut 
bject, I tried to mak 
W. W. I attended its 
mbers, d mys il 
.dquarters, frat rnize 


terature and history 


f the I. W. W. is no: 
so-called syndicalis 
not much more tha 

most part compound 
nd, instinctive impulse 
ipitalistic society 
and political 

“ing madness does no} 

nong the rank 
its protagonists, 
mprehension of what 
there is a strong I 
one big union wit 
ind whose emphasis 
liate re sults. 
y not invalidat 
organization, thes 
ly, that the I. W.W 
grim, brooding power 
uly weak in mer 
lly chaotic, 
lict resulting fron 
lly insignificant t! 


wn by positive 


ration effort, 
er unparalleled adver- 
how easy a thing it 
I. W. W. show 
for 1913 of 14,310 


hy J f 
ne rship Ol 


| 
1. J 
( 


The Problem of Syndicalism—Discussion 141 


(2) less than one-sixtieth of the voters of the socialist ticket 
in 1912; 

(3) less than one-twentieth of the membership of a single in 
dustrial union in the A. F. L.; 

(4) less than six one-thousandths of the general body of or 
ganized American workmen; 

(5) less than one in 2000 of American wage workers. 

In short, the I. W. W., like all other attempted unions of an 
ultra-revolutionary character or based on some cut-and-dried 
theory, with a cut-and-dried scheme of organization and tactics, 
has failed to grip the imagination and to command the loyalty of 
American workingmen. Like all such experiments on American 
soil, it has been a flash in the pan, notable in this case chiefly for 
the excessive amount of smoke and noise. No doubt it has stimu- 
lated the action of its opponents; notably it has caused fear and 
stimulated thoughtfulness where thoughtfulness was needed, but 
as a positive, organic factor in the American labor movement it 
has proved itself an almost negligible factor. 

After this brief survey the conclusion, so far as it concerns 

the problem of syndicalism in the United States, would seem to 
be obvious. But I am well aware that those who feel a vital, con- 
stitutional need for visualizing and magnifying such a problem 
will not abandon their beliefs merely on this showing of evidence. 
They will doubtless point to the undeniable growth of industrial 
unionism within the A. F. L. and to the many sporadic outbreaks 
of violent and predatory action with which the history of our 
labor movement has been checkered as indicating the development 
of syndicalism in spirit and action within American labor move- 
ment quite apart from any formal organization or teaching, 
a great ground swell, they will say, carrying the whole movement 
onward toward the syndicalist bourne. But let us see whether 
these are really syndicalistic manifestations. I doubt it, and for 
these two reasons: 

First, I venture to affirm that there is no more necessary con- 
nection between industrial unionism and syndicalism than between 
capitalism and monarchy. Industrial unionism on the face of it 
is merely an attempt to parallel capitalist organization. It is per 
fectly compatible with collective bargaining and with what we 
might call business unionism, as is illustrated by the case of the 
United Mine Workers. It is the ideal type of unionism advo- 
cated by the socialists. On the other hand, it may grow up 
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soon have to face a serious syndicalist problem in America? To 


satisfy ourselves on this point we should have to discuss our third 
juestion, namely, What are the causes of syndicalism, and what 
a the prospects of its future development? I shall not attempt 
to discuss this question fully but shall be content to make one or 
two suggestive statements indicating why syndicalism has not 
eveloped and is not likely to develop on American soil, and the 
onditions which would be necessary for its development here. 
Successful trade unionism, as it exists in America today, is not 
ide-to-order affair; it is not imitative of anything to be found 
road, nor is it the objectification of any general social theory. 
It is a means, slowly forged by experience, of meeting the im 

liate needs and solving the immediate problems of the American 
vorkers. It has been developed by the trial-and-error method. 
It is experimental, opportunistic, pragmatic. And if you will 

k back over the past century and a quarter you will find that 
this is the only kind of labor organization that has survived and 
worked in this country. Even socialism, before it could make any 
successful appeal to American workmen, had to cut loose from th« 


he background, and 


tra-revolutionists, thrust its theories into 


levelop a program for meeting immediate needs and problems. 


The immediate reason for all this lies in the character of the 
rganizing element of American workmen. The great mass of 
rganized American workmen are not conscious revolutionists, but 


optimistic opportunists. ‘They want more here and now. 


Their attention is fixed on meeting immediate needs and solving 


ediate problems. They see hope ahead in a gradual improve- 
ment of existing conditions. They have little capacity for or 
patience with speculative theorizing. They are unwilling to leav 
path which has been marked out by experience, with its slow 
ut sure advance, to plunge into theoretically assumed shortcuts 
charted only by imagination. This is the general attitude of 
that portion of the American working class which has alon 
proved itself capable of sustained organic effort. 

This attitude is the outcome partly of the racial character of 
American workmen, and partly of American economic and social 
conditions. The hardheaded, tradition-bound, empirical element 


predominates in our labor movement, just as it does in our busi 


ness affairs, in law and politics, and in our social ideals and affairs 
generally, and this characteristic, perhaps racial, has been re 


inforced by the fact that the economic and social conditions have 
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periment should begin to show different reactions in the future, 
the conclusions might require revision. 

The three last months of 1910 saw the men’s clothing indus- 
ry in Chicago completely tied up by a strike. The industry had 
been almost entirely unorganized. Hart, Schaffner & Marx, the 
largest manufacturers, signed an arbitration agreement for two 
vears with the leaders, establishing a board of arbitration to hear 
grievances and granting a general advance of ten per cent in 
wages. During three years the experiment has encountered ob 
stacles, the most serious of which was the expiration of the two 
years’ agreement in April, 1913, but the scheme has survived them 
ill and appears to be established now upon a basis that conserves 
more of the interests of both parties than any other we know. 
The garment workers are largely foreign born and most of them 
recent emigrants: Jews, Poles, Bohemians, Italians, Lithuanians, 
Roumanians, etc., and about in the order named. They are in gen 
eral typical of the class to which this I. W. W. most successfully 
ippeals. The results obtained from this three-year experiment 
must therefore be of value in establishing the significence of the 
I. W. W. movement. 

Wherever there is large-scale production employing masses of 
unskilled or semi-skilled labor, there has been a complete separa- 
tion of the employer and employee. The agents of the employer 
who come in direct contact with the people do not have the same 
interests and motives as the employer: even in the absence of any 
benevolent motives, the business sagacity of the employer is suffi- 
cient to maintain conditions which are usually not too grievous and 
exasperating to the worker. The agent has neither of these mo- 
tives as a rule; furthermore, he lacks the complete authority to 
adjust grievances promptly and is inclined to shift responsibility. 

One of our conclusions is that the usual cause of revolutionary 
outbreaks, turbulence, and acute dissatisfaction leading thereto is 
unsettled grievances. The patience of this class of workers with 
settled conditions, even though bad, is remarkable and _ it is 
exceedingly difficult to arouse them to protest against such 
conditions. However, let some new dispute arise, even over a com- 
paratively trivial matter, and allow it to continue without adjust- 
ment, especially if it seems to the people to involve an injustice, 
and it will be easy to cause a general outbreak, even though the 
unsettled grievance touches only a small number of individuals. 


Once trouble is started, all other grievances, real and imaginary, 
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violence. So long as the abuses of the capitalistic system are so 
extensive, is it not probable that in the abuses rather than in the 
system itself lies the disturbing cause? Revolutions come be 
cause evolutionary progress has been obstructed by some institu- 
tions which can be moved only by a general destructive force, 
sweeping away both good and bad together. 

The failure of the I. W. W. to gain control in the strike of 
the men’s clothing tailors in New York in 1913 is instructive. 
A great mass of ignorant people on strike, socialistically per 
suaded that the whole capitalistic system was an abomination, 
seemingly offered an inviting field, especially as these people had 
lost confidence in the higher officials of the Garment Workers’ 
Union. My own observations under similar circumstances convince 
me that the Jew, even the excitable, socialistic Russian Jew, is 
hostile to the I. W. W. philosophy. He has too much respec! 
for the bargaining and arbitrating systems in adjusting human 
relations and is fundamentally opposed to violent expropriatien 
as a substitute therefor. A group of Jewish workers in an indus 
try may prove a rock of defense against the encroachments of 
the I. W. W., provided this group is not incited by repression to 
make common cause with the I. W. W. 

It has been generally assumed that the cause of discontent and 
a rebellious feeling on the part of the industrial masses is due 
to working conditions over which the industrial managers have 
more or less control—wages, hours, personal treatment of em 
ployees, working environment, sanitation, ete. May not this as- 
sumption be due to the fact that the visible protest of the workers 
is always directed against the employers in the form of a strike? 
The cause of unsatisfactory conditions of living seems to the 


worker to be low wages and the remedy seems to him to be higher 


wages. It is possible that the cause may lie just as much in con- 
ditions which surround the worker as a_ citizen and con- 
sumer: dirty streets, bad housing, expensive and inferior food 
and fuel, crowding of population, bad transportation, occasional 
unemployment, ete. Higher wages would undoubtedly enable the 
individual worker to escape from these conditions by moving to 
a different neighborhood, but is not the employer of labor a scape- 
goat for the sins of the community, and must he not bear the 
opprobrium and burden of the protest of the victim of these con- 
ditions which are really the result of bad politics, land monopoly, 
inefficiency of municipal services, uneconomic methods of commod- 
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Secondly, let me say that in fighting for this middle group 
we learn a great many things. I wish it were possible for me 
to even hint at what we learn. I shouldn’t dare tell you for fear 
of the incomplete stories which would go out through the 
press ; and even if I did you would not believe that such things 
are possible. 

In confirmation of Mr. Brooks’s charges, let me say, however, 
that at this very moment as you sit here I have over one hundred 
employees who are studying reports which you men may not know 
exist; who are tracking bankers and big corporations in their 
secret negotiations with organized labor; and who are discovering 
the constant subsidizing of magazines, as well as of detective 
bureaus, teaching, and politics. 

What do all these reports from all parts of the world teach me 
concerning syndicalism? Briefly, they teach that the statement 
of the case by Mr. Brooks is substantially correct. Such investi- 
gations teach that the salvation of this great middle group, for 
which we are fighting, depends among others upon three things: 

1. Upon preventing this great outside group from being com- 
bined in one body either by irresponsible organized labor or by 
irresponsible organized religion. Hence anything which we be- 
lieve will help curtail either, we cannot condemn. In other words, 
the salvation of this great middle group to which we all belong 
depends upon splitting organized labor and organized religion 
into two camps, and to the extent that the syndicalist movement 
may be needed to do this we must recognize its usefulness. All 
consumers who know when they are well off will fight with us. 
In fact, our only hope as consumers lies in splitting labor into 
different camps to bid against one another. 

2. A second fact that my organization has learned shows 
that it is in the interests of the great middle group to have the 
irresponsible rich in the inner circle worried as much as possible. 
You can’t raise money enough to bribe them; the law won’t let us 
hang them; and between us the most effective treatment is to 
watch and worry them. 

Now the syndicalists are doing this “to the queen’s taste.” To 
the extent that these poor ignorant syndicalists are worrying ir 
responsible wealth, the less time these men in the “charmed circle” 
will have to devise means for taking advantage of honest pro- 
ducers of labor, capital, and enterprise. This includes all the 
many engaged in creative work whether as loariers or borrowers, 
employers or workers, preachers or teachers. 
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everythingism; but only through a creative educational system 
which will train all men, whether in the inner, the middle, or the 
outer circle, to seek the things worth while? 

As President Kinley and Professor Ely suggested last night 
the intellect is only the superstructure; there must be pillars of 
ndustry with foundations of righteousness. 


I’. S. Derster: There are three criticisms I would make on 
this paper. But my criticisms are not intended to detract from 
the credit due Mr. Brooks for the service that he has rendered in 
this paper, as well as in his recent book, American Syndicalism, by 
setting forth in a sympathetic but judicious tone the broad, social 
aspects of this new phase of the labor movement. I have in mind 
only to indicate at what points, as it appears to me, his treat- 
ment fails to convey an accurate picture of the movement. If 
syndicalism constitutes a problem, or if it strikes at serious evils 

existing economic conditions, the facts should be clearly and 
iccurately stated. Not much progress can be made in solving 
social problems, or in readjusting the social and economic polli- 
cies of a state, until the essential nature of the problems to be 
treated is well understood. 

With this rule as a guide, I would say, first, that Mr. Brooks 
does net give in this paper sufficient information concerning the 
causes of syndicalism. If syndicalism is an inevitable result of 
the inherent nature of the wage system, then the method of pro- 
cedure should take the form of a fundamental reconstruction that 
would supplant that system. But if it is simply an outgrowth of 
the present operation of that system, perhaps such readjustments 
can be made as will furnish labor the protection and justice which 
the syndicalist so much desires. If, however, it is the result of the 
iberration of the restless spirits in the community, or the contest 
of the “outs against the ins,” perhaps judicious social control 
and time will bring all the change that is necessary. It is not my 
intention to undertake the task of developing the causes for syn- 
dicalism in the time at my disposal, but a brief resumé will assist 
in presenting my viewpoint. 

When we reflect that fifty years ago the prevailing economic 
doctrine was one of individualism, and that there existed at that 
time large areas of undeveloped public lands, which constantly 
drained off the surplus labor; and when we remember that in the 
interval this land has passed almost completely under cultivation 
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real strength. ‘The labor movement has repeatedly shown ex 
amples of organizations which have attempted to build on too 
ambitious a scale. Such attempts have invariably resulted in fail- 
ure. If the history of the labor movement teaches any lesson, 
it is that effective organization is necessary for the protection of 


he rights of the workmen. Effective organization requires, among 
other things, a strong centralized authority; it requires skill and 
experience on the part of the officials, which can be secured only 
as the result of long tenure in office; and it requires a well devel- 
oped financial system. ‘Tested by these standards, the I. W. W. 
holds little of hope for the workmen. Its leaders apparently lack 
historical perspective. They seem not to understand that social 
institutions are the result of a long process of social evolution 
and adaptation and that any radical change without a well de- 
veloped program of social reconstruction would lead to social 
chaos. If by any accident the I. W. W. were to attain its de- 
mands, neither its method nor its program holds much assurance 
that the new state would not be worse than the first. 

However, I am in hearty accord with Mr. Brooks in the view 
expressed that we should listen with open-mindedness to the pro- 
tests of the syndicalists. A policy of oppression would result 
in creating martyrs out of many misguided individuals, and it 
would become increasingly difficult to separate the wheat from 
the chaff in their demands in the name of labor. If the evils of the 
present economic conditions require a complete social and economic 
reconstruction, then the socialist program holds much more of 
assurance than does syndicalism. The socialist program does 
contain the outline of a constructive plan, which, it is conceivable, 
might evolve out of present institutions. Not so with syndicalism. 
The most that can be expected from syndicalism is that, through 
its spectacular methods and emotional protests, the public con- 
science will be aroused more quickly to a recognition of the ex- 
istence of economic injustices. 

I am of the opinion that we are making progress toward collec- 
tivism just as fast as we can wisely handle the problems which 
such reorganization will necessitate. Where we have already ex- 
tended social control, we have a big problem in developing admin- 
istrative machinery and a public conscience that will make that 
control effective. The complexities of modern cconomic and 
social problems require a high degree of specialized and tech- 
nical knowledge. This expert knowledge can be brought to bear 
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traordinary development of syndicalism in New Zealand, which 
Professor Hammond has briefly mentioned in his paper. It 

s to have been introduced into that country from two sources: 
from Australia, where Tom Mann was very active for some 
years, and from the United States, through the efforts of “Pro- 
fessor” W. T. Mills, of Milwaukee, and other agents of the 
I. W. W. 

The chief syndicalist organization in New Zealand is the New 
Zealand Federation of Labour, commonly called the “Red Fed,” 
, revolutionary body, opposed to industrial arbitration, repudiat- 

g agreements, and advocating sabotage and the general strike. 
This organization had much to do with the Waihi strike of May 
15 to November 30, 1912, which was finally broken down, 
largely through the formation of new unions registered under the 
Arbitration Act, which the strikers designated as “scab unions.” 
As the Waihi Miners Union had canceled its registration under 
the act, the strike was not illegal. 

Since that time the “Red Fed” officials have been very active 
in spreading syndicalist doctrines and in preaching the social rev 
lution. They were evidently awaiting a good opportunity to 
call a general strike, and this presented itself toward the end of 
October, 1913. On October 17 the shipwrights of Wellington 
asked for an increase in wages; and, when this was refused, they 
ceased work. On October 22 the Waterside Workers Union 
held a sympathetic meeting on the wharf during working hours; 
ind when, two hours later, they returned to work, they found 
their places filled by other union laborers. The Union demanded 
that the “stop-work” men be immediately reinstated in their posi 
tions; and when the employers refused, alleging that a breach of 
agreement had been committed, a strike was called, the control 
of which was handed over to the “Red Fed.” 

From this small beginning, the trouble spread rapidly, with 
mass meetings on the wharves, picketing, intimidation, strikes of 
waterside workers in other seaports, strikes of coal miners and 
seamen, and considerable violence, culminating on November 5 
in a serious battle in Wellington between a thousand special 
policemen and a mob of strikers and their sympathizers. Many 
f these “specials” were farmers who came down to break up the 
strike so that their mutton, wool, and other products might be 
shipped. 

On Monday, November 10, the “Federation” called a general 
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man working for one of the large corporations in New York who 
was being promoted and had excellent chances of a successful 
business career. I knew this young man very well. He left his 
good position at the call of the Wanderlust and after several 
years of travelling around the country joined the Mexican revo- 
lutionists. When the Madero revolution was over he joined the 
I. W. W. and has had much experience with jails since. In fact, 
he is a hunted man, with whom I have to communicate indirectly. 
His splendid constitution has been broken down by the “third de 
gree,” but still he sticks by his friends and a hopeless cause. 

Now this movement may blow over. Certainly the forces of law 
and order must triumph in the end over a principle lacking co- 
hesiveness. Yet the movement will leave a mark upon the day we 
are living in and it does not behoove us to make light of it or to 
lose sight of the human side of it. It will probably work out in the 
direction of modifying a too centralized collectivism. 


W. J. Trmeie: Syndicalism, so-called, or the 1. W. W. move 
ment, is simply one sympton of the vast social unrest abroad in 
the United States in our time. This unrest is peculiarly marked 
in the case of the wage-earning and salaried classes, who have no 
ownership of natural resources, and their unrest is acute because 
of the perception that opportunities are fewer than in the past. 
It is becoming less and less possible for a man to step out of his 
class; if he rises at all in the future it will have to be generally as 
a member of his class. ‘The old opportunities for initiative are 
vanishing. 

Our nation, in fact, is passing through a fundamental process 
of adjustment—the most far-reaching and the most compelling 
in its history. Back of most of the problems which we are facing 
is the fact that we are passing from a free land era to a restricted 
land era. 

We have not yet adjusted ourselves to the new conditions. Men 
with the individualistic instincts of the past age shrink from the 
limitations of a comparatively fixed order. Consequently, we 
have widespread trepidation, questioning, alarm, tumult, unor- 
ganization. We know not in reality whither we are tending. 

Knowledge of the limitation of our natural resources may lead, 
however, to better organization for the good of all our people. 
The passing of the public lands, together with political equality 
and modern means of communication and enlightenment, may 
result in a great step forward in industrial democracy. 
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“Wall Street push-button theory” of panics, the psychologi- 
| element would be none the less present, though operating along 
her than the traditionally accepted lines. 

Tro the extent that a composite view of the business mind can 
secured, it seems to reveal hopefulness with respect to the cur- 
rency and readiness to make adjustments to the new tariff. In 
lications are not lacking, however, that this attitude is based in 


part on an assumption that the activity of the Department of 


Justice with respect to trusts is to be considerably diminished. 


A feeling that the Attorney General has it in his power to hale 
nto court representatives of business enterprises covering a wide 
ange of activity is clearly a circumstance which affects many 
nterests other than those directly subject to attack. It is not 
dificult, moreover, to hear it asserted with reference to particular 


ises that the activity of the department of justice is or has been 


irgely a matter of individual caprice or political hazard. In 
view of such inferences, the discretion exercised by the Attorney 
General and the manner of its exercise becomes an important 
factor in the discussion. 

The Sherman anti-trust law, in contrast to many of the state 
anti-trust laws, is expressed in general terms. It declares illegal 
the contracting, combining, or conspiring to restrain trade or 
commerce among the states or with foreign nations, and the 
monopolizing or attempting, combining, or conspiring to mon 
opolize any part of such trade or commerce. In deciding whether 
these offenses have been committed, the courts, and before them 
the Department of Justice, have to face essentially two questions: 
(1) Do the facts as they appear in the particular case show a 
ombination which by its very existence constitutes monopoly or 
restraint of trade? (2) Do the facts point to conduct on the 
part of individuals or corporate bodies which indicates a purpose 
to do the things which the act enjoins? 

The second sort of consideration involves not primarily the 
question of illegal combination, but rather the question of what 
constitutes unfair and illegal competition. Beginning with the 
Standard Oil and Tobacco cases, decisions up to the present have 
hinged largely on specific acts of restraint and particular methods 
of exercising economic power. Practices resorted to by a large 
industrial unit in competition with smaller units or in averting 
potential competition have contained the crucial points. The 


following are some of the specific questions, several of which are 
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» assumption that to work upon the fears or play upon the cupidity of 
etitors would make success possible. We say these conclusions are inevita- 
ot because of the vast amount of property aggregated by the combination, 
because alone of the many corporations which the proof shows were united 

resort to one devise or another. Again, not alone because of the dominion and 

trol over the tobacco trade which actually exists, but because we think the 
nelusion of wrongful purpose and illegal combination is overwhelmingly 
, lished by the following considerations: [The opinion then procceded to 
enecify among other things several acts of the sort above enumerated. | 

Conceding the wide discretion of the Attorney General, it may 
fairly be questioned whether, with due regard to his oath of office, 

can in the future safely omit to take cognizance of specific 

ts of prima facie violation when the courts already have estab- 
lished the illegality of similar practices. Whenever the fact of 
combination is complicated by evidence of unfair and coercive 
methods, then at least the burden of responsibility for securing 
isiness peace must rest squarely on defendants. 

Admitting the Attorney General’s power in many cases to 
prosecute or not to prosecute, as well as the possibility that po 
litical considerations may enter into particular cases, it is doubt 
less still true that the enforcement of the Sherman law, in the 
main, has had, and still has, a patriotic and beneficial purpose. 

If a diminution of activity by the Department of Justice should 
mean delay in clarifying the legal standards governing compe 
tition, this, from the business standpoint, could scarcely be re- 
garded as a beneficent result. Without reference to the merits 
of the Administration view concerning the efficacy of competi- 
tion, the serious need of a definition for fair competition is clear, 

a definition which will promote rivalry based on the relative 
efficiency of different economic units, and eliminate: rivalry based 
on brute force. 

There is some analogy between the law of fair and unfair com 
petition and the law of fraud. Notwithstanding border-line cases 
with reference to which it is impossible to say categorically that 
i certain procedure does or does not constitute fraud, an attorney 
is able to advise his client with a fair degree of assurance what 
constitutes a fraudulent precedure,—with reference to fraud there 
is a comprehensive body of law. This, though highly in the in 
terest of business stability, is not yet the case with reference to 
unfair competition. 

Whatever the disturbing influence of agitation the question of 


unfair competition ought to be settled with as little delay as 


Recent Trust Decisions and Business 


163 


different prob 

Cases 

tte unfair methods 

1) ition per se rails 
relative efficiency 


nd with respect t 


oncerned. 
} 
uld be 


n ¢ iency in 
Productiv: ( 


road enough t 


goods tO 


permanent natio1 


being form« 
rs they 


ribute goods m 


on. It should b 


entitled 

in 1901, submitt 
concerning trus' 

vision today. 

he last decade, it 

f their efficiency by 

2° 'Ihere is no doubt 
ed in many in lus 
.d been exceeding! 
nd, court records, 
public data make 1 
pl icing and distributing 
nnection with trust 
that the two impelling 
the launching of th 


ntrol and the profits of 


ted in Ripley, W. 7 


4 tion 
rislature or by th 
1 ] > 
settled as lonyv as 
ire tolerat 
form acct ptanct 


Recent Trust Decisions and Business 163 


The security market at the beginning of the present century, 
the corporation law of New Jersey, and knowledge in the use of 
cut-throat competition were circumstances peculiarly favorable 
to the pursuit of these objects. Returns in the form of pro- 
moters’ and syndicate managers’ profits to be secured from the 
creation and flotation of new securities were an all-sufficient in- 
centive for bringing enterprises together and organizing them 
into a trust. Inasmuch as securities based on hopes which in turn 
were based on prospective market control could easily be mar- 
keted, it was possible to pay prices for good plants which no 
former earning power would have justified and to bring other 
plants into subjection. Immediate incentive in some cases, com- 
pulsion in other cases, was sufficient to bring about a sale, the 
terms of which bore but secondary relation to past or future earn- 
ings from operation. 

Admitting that the situation just described gave most of the 
trusts at the start a handicap of heavy obligations and expen- 
sive and inefficient plants, the real question today is, “Have they 
made good since that time?” What criteria are available by which 
their efficiency can be ascertained? 

For the steel trust the Bureau of Corporations has made an 
approach to the question of efficiency through an analysis of costs. 
The significance of these figures is disputed, but so far as I am 
aware no specific criticism of them has been put forth in such 
a way as to contain affirmative evidence of superior efficiency. 

The Bureau report shows also what is well known, that the 
steel trust during the period of its existence has been able to 
put market value under a large part of the water in its original 
capitalization. Obviously, other factors than the economical pro- 
duction of steel influence this showing. There are no figures which 
would justify an attempt to evaluate these other factors, but con- 
trol of ore and market control have figured largely. 

With reference to ore, some of the control has now been re- 
linquished, but for the period as a whole the ore position has been 
a strong asset. If it were possible to conceive a government policy 
which regarded ore deposits as public property to be utilized and 
developed exclusively for the general welfare, would the corpora- 
tion have been able to occupy such a favorable position? The 
difficulty of a categorical answer to such a question does not 
make it the less a fair one. 

With reference to market control, there are conditions under 
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which only roughly could have been anticipated at the time the 
United States Steel Corporation was organized. 
Concluding this line of argument, if we accept that the advance 
steel securities is due to the control of ore and control of 
irket. and if it can be shown that the success of these policies, 


whatever their merit or d 


emerit on public grounds, is not necessar- 
‘ly related to any economies in making and distributing steel, it 
becomes quite clear that advance in securities shows nothing con 
erning the relative efficiency of the trust. 

There are other figures and other ways in which they might be 
connected with the general subject of efficiency, but it may ser- 
usly be questioned whether there are any figures available from 
which affirmative mathematical evidence of the steel trust’s su- 
perior efficiency could be shown. 

The factors to be considered in other industries obviously 
would not be exactly the same as for steel. In a so-called hori- 
zontal combination made up merely of similar plants the situation 
would be less complex. It is perhaps clear that the study of each 
sort of business presents its own difficulties and that conclusions 
concerning efficiency must be, in every case, specific rather than 
general. This, however, merely emphasizes the complicated na- 
ture of the general problem and the necessity of further specifi- 
cation before any assumptions of superior efficiency can be 

cepted. 

Among the chief economies of combination which are set forth 

general terms are the better utilization of men, machines, and 
materials, saving from by-products, comparison of methods 
ind results in different plants, eliminating sales costs, facili- 
ties in pushing foreign trade. Some of these items are perhaps 
not capable of representation in comparative cost sheets, but 
some of them which are such, for example sales costs of farm 
machinery, do not appear as economies in those combinations 
where they would naturally be expected. 

All of the above items are so obviously conditioned by the 


nature of the particular business, that, except as discussion is 


based on a cost showing of individual concerns, very little prog- 


ress can be made by discussing them in general terms. In con- 
nection with all of them, however, it is plain that the protagonists 
f combination still fail to distinguish between combination and 


large-scale business as much as they did a dozen years ago when 
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sponse.” Is this perhaps a side light on the argument that trusts 
engender stagnation? 

A detailed history of inventions, with a parallel record of those 
to be credited respectively to trusts and to independents in the 
same line of trade, would be of interest in this connection; or, 
igain, a comparison with foreign countries where the same in- 
lustries have not been directly affected by trusts. While it is 
easy to point to significant contributions of particular trusts along 
the line of invention, there is a widespread belief that the trusts 
tend to stifle the utilization of new inventions and processes. 
Obviously the showing in this regard for the short period under 
consideration would prove nothing with reference to the perman- 
ent influence of combinations. 

As to the charge of cumbersomeness, there are here and there 
indications that, even in the absence of government activity, some 
of the trusts are trying to readjust their business in such a way 
as to break up organization and operating control into smaller 
units. One of the reasons given on creditable testimony for the 
lack of disturbance in the oil and tobacco industries as result of 


dissolution, was that disintegration proceeded along lines already 


contemplated by those organizations in the interest of greater 
efficiency.® 

Uniformity in corporation law; a greater responsibility to 
stockholders on the part of corporation officers and directors; 
regulation of transactions in which men as promoters and syndi- 
cate managers do business with themselves as the officers of cor- 
porations ; elimination of unfair competition ;—these are reforms 


?On the other side, it is to be noted that one effect of dissolution has been to 
necessitate enormous expenditure for building up a demand for paying brands, 
—this due to the fact that by the dissolution proceedings some of the com- 
panies were left without such brands. 

Some writers have emphasized, as does Professor Bullock (loc. cit., p. 199), 
the extraordinary legal and organization expenses which combinations incur. 
He speaks of the “cost of employing the most skilled legal talent to steer the 


combination just close enough to the law;” also of the “expenses necessary for 
‘legislative’ and ‘educational’ purposes and the outlays for stifling competition 
or the continual ‘buying out’ of would-be rivals.” If coercive methods and 
unfair competition are separately considered as above, it is scarcely permissi- 
ble, in considering relative productivity, to feature too strongly handicaps of 
this sort. When we contend for the elimination of all combination advantages 
to which negative presumptions attach on grounds of public policy, we must 
also be ready to eliminate possible disadvantages which would disappear were 
the practices of combinations made to conform to the public good. 
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in investigation. Obviously, there would be much greater diffi 
culty in providing for the inquiry a basis of uniform, or at least 
standard, accounts than has confronted the Interstate Commerce 
Commission in prescribing uniform accounting for the railroads. 
However, if some board or trade commission, occupying a position 
n the public esteem like that of the Interstate Commerce Commis- 
sion, were to lay down the lines which an inquiry should take and 
prescribe its methods, the results, as far as they went, would com 
mand general acceptance. 

Even a temporary commission ad hoc, if the training and person- 
ality of its members carried weight, might obtain a similar result. 
Under such conditions, it seems reasonable to suppose that an 
investigation might be carried on which would supplement ex- 
isting reports, cover industries not yet investigated, and add 
materially to our knowledge of trust efficiency. The value of a 
comprehensive study undertaken now would be enhanced by the 
fact that some of the dissolved trusts could figure in any com- 
parison made. Considering the magnitude of such a study there 
is ground for skepticism whether Congress would readily ap- 
propriate sufficient funds. It is also doubtful whether the work 
could be completed within the limits of a single Presidential term. 

Less comprehensive inquiries by the Bureau unaided, if the re- 
ports were individually well managed, would be valuable, as past 
reports have been, but it is not to be expected that they would 
result in any epoch-making addition to our knowledge of trust 
efficiency. 

If the whole truth could be revealed it probably would show 
for each industry investigated some items in which the advantage 
would be on the side of trusts, while in others combination would 
mean loss. The extent to which such items could be shown in 
balanced parallel columns would vary both with the industry and 


the specific items. Obviously, no inquiry would lead to uniformity 
of net results for different industries. 


We already have come to accept monopoly as the normal and 
economical condition in the so-called public service enterprises. 
None of the arguments against trust efficiency have tended ser- 
iously to undermine this assumption. If it is true tha* some indus- 
tries can advantageously be carried on as complete monopolies, 
others in very large units, and still others in smaller units, investi- 
gation, if it has the effect of moderating the policy of dissolution 
pending further knowledge, may possibly serve to prevent the 
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sipation of financial control can immediately be accomplished by 
court action. Precautions against coercive control similar to those 
taken in the Tobacco case can be devised, however, in such a way 
that with the lapse of time the tendency will be in the direction of 
competition.* From this standpoint the present active compe- 
tition in the tobacco industry is encouraging. No thoughtful per- 
son will expect that the exact condition which preceded combina- 
tion will be restored. 

As this paper has tried to proceed from the standpoint of 
business welfare, one further question should perhaps be raised. 
Granted that the breaking up of trusts is intrinsically desirable, 
may not the disturbance to business from repeated dissolutions 
be so great as to over-balance possible advantages? ‘The extreme 
care shown by the courts up to this time, and the action of some 
of the trusts in hastening to dissolve themselves, are calculated 
to allay fear of this sort. Such developments as those in the oil 
and tobacco industries prior to dissolution, and those which appear 
to be under way in some other industries at the present time, 
indicate perhaps that dissolution is along the line of present eco- 
nomic development. If the actual execution of the work can be 
placed in the hands of an efficient trade commission, it does not 
seem probable that the danger of disturbance to business need 
figure largely in the policy to be pursued. 

To summarize a discussion which deals so largely with unan- 
swered questions is exceedingly difficult. Concerning the effi- 
ciency of trusts, the meagerness of specific proof of economies 
claimed, the entire absence for any trust of anything like a balance 
of advantages against disadvantages, the continued reliance on 


hypothetical benefits,—these have made the trusts peculiarly vul- 


nerable to the persistent and well organized challenge of their 
economic justification by the administration now in power. It 
may safely be assumed that from the efficiency standpoint the 
burden of proof has shifted to the trusts. There are no facts which 
would justify a careful student in regarding the efforts to dissolve 
trusts as an economic calamity. The Sherman law, which so often 
in the past has been hailed as a monument of political folly, is 
clearly attaining a more respectable place in public esteem. 


*For a description of these precautionary measures, see Muhse, A. C., “The 
Disintegration of the Tobacco Trust,” Political Science Quarterly, June 1913; 
also Stevens, W. M., Industrial Combinations and Trusts, New York, 1913, pp. 
440-461. 
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RECENT TRUST DECISIONS AND BUSINESS 
DISCUSSION 
Dana Duranv: Professor Hotchkiss’s valuable paper covers 
ich a wide field and raises so many questions that he himself has 
recognized the impossibility of discussing them thoroughly, and 
the limited time assigned to me, only a few points can be some 
it supe rficially touched upon. 
Professor Hotchkiss rightly emphasizes the importance which 
courts have attached to unfair competitive methods as an 
lence of violation of the law and as a thing to be suppressed 
r by penalties and injunctions directly prohibiting them or 
y dissolution of combinations practicing them, or by both. It 
seems desirable to have positive legislation defining the limits of 
ir and unfair competition, and that for three reasons. First, 1 
probable that Congress, with the greater variety of men which 
contains and of interests which it represents, can frame more 
ist and acceptable definitions of these limits than the courts alone, 
idmirable as have been most of the recent decisions of the Supreme 
Court in this respect. In the second place, statutes are usually 
ore explicitly worded than court decisions. In the third place, 


. fairly complete statute could be enacted within the next year or 


, although doubtless it would require amendment from time to 
me, Whereas it may take a good many years for a series of court 
ecisions to establish all the various lines of demarcation between 
fair and unfair competition. At the same time, a statute should 
t be too specific and detailed in its definiteness. Some discré 
tion should be left to the courts, and the administrative officers 
who bring cases before the courts, with reference to the interpre ta 
tion and supplementation of the definitions. 
Professor Hotchkiss’s paper raises the important question 
whether it is desirable to proceed as promptly as possible with the 
lissolution of the trusts or to await the results of further investi 
gation as to the relative efficiency of trusts and of individual 
concerns. Of investigation there is no end. We have been inves 
tigating for twenty-five years. Wi re it possible for the Commis 
ner of Corporations to carry out what is understood to be his 
unbitious program of investigating within the present presidential 
the whole subject of relative efficiency, we might wait that 
nuch longer. Professor Hotchkiss rightly points out, however, 


the great complexity of the task proposed by the Commissioner 
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Meantime, every delay in breaking up the combinations renders 

more difficult to do so. If, pending investigation, the trusts 
ire allowed to go on for ten or twenty years and are then broken 
up, the shock to business will be much greater than at present. 
Moreover, they tend to acquire a sort of vested right to exist. 
The situation is very different from that with respect to rail 

ads, to the investigation of which the Interstate Commerce 
Commission is proceeding with such proper thoroughness and di 
liberation. The railroad industry is recognized as essentially 
monopolistic and the problem is one of regulating rates rather 
than of destroying combination. I for one do not want to see reg 
ilated monopoly the régime in manufacturing industry and I do 
not believe it is necessary. The fixing of prices on trust-made 
goods involves enormous difficulties. If we are to be placed 
under the necessity of creating a vast machinery for regulating 
business, we might better proceed to socialism at once. 

The only serious question in my mind with reference to the dis- 
solution of the trusts is the question whether competition can 
ictually be restored among plants which have formerly been so 
intimately related. ‘The experience of the last few years seems 
to indicate the probability that it can be restored in many cases 
it least. I do not look for much competition among the former 
constituent concerns of the Standard Oil Company for a good 
many years to come. ‘The method of dissolution—the equal 
distribution of the stocks of the constituent companies among 
the stockholders of the parent company—and the fact that the 
combination was of such long standing and that most of the 
more prominent men in the oil trust have never had any exper 
ience of competing with one another, may prevent the rise of 
competition. On the other hand, competition appears to be 
active in the tobacco industry since the combination has been 
dissolved. 

Even, however, if competition could not be restored in industries 
where combinations have hitherto been formed, the enforcement 
of the anti-trust law will at least prevent the formation of new 
combinations which otherwise would soon cover a much larger 
field than at present. This, by the way, is one of the arguments 
for rigidly pushing the dissolution of trusts. It hardly seems 
fair to permit those which happened to have organized heretofore 
0 go along indefinitely while virtually preventing the formation 
of combinations in other industries. It is a well-known fact that 
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nent commission to administer the laws regarding concern 
raged in interstate commerce, other than transportation, and 
(3) the prompt dissolution of all combinations which in any ma 

il degree restrain or have the power to restrain trade. 
Wittiam A. Rawres: Out of the investigation and discussion 
the trust question a consensus of opinion has been reached on 
few points: 

Unregulated monopoly is an evil because it possesses powe1 
{ ual or potential) : (1) To control thre prices OT inl 


products; (2) To exploit producers of raw materials; (3) To 


lictate wages and terms of employment to labor; (4) To defraud 
nvestors: (5) To corrupt polities ; (6) To concentrate wealth in 
. few hands; in a word, to destroy the very foundations of in 
dustrial democracy. 

2. Adequate control of industrial monopolies can be secured 
only through the federal government. The course of events, 
the continued increase in the number of combinations, their rep 
rehensible methods, their menacing position, and their defiant 
disregard of state restrictions have impelled us to this conclusion 
lespite some fears of undue concentration of power in the federal! 
government, 

When it comes to the approval of specific methods of controlling 
combinations there is not as yet unanimity of opinion. I shall 
omit from consideration here the evils incident to the promotion 
ind fraudulent management of corporations. These abuses are 
not peculiar to combinations, but are often found in independent 
‘orporations—sometimes in comparatively small business units. 
While these technical corporate evils have been greatly accen 
ed by the rapid growth of combinations, they are due pri 
marily to the tardy development of the law of corporations. 

Whatever differences of opinion exist relative to the natural 
economic advantages of combinations and the necessity of pri 
serving such benefits for the common welfare of society, there i 
practical agreement that the artificial advantag 3 of corpora 
tions must be eradicated. Whatever strength the combination 
iy derive from inherent economies, it is well accepted that most 
of its power for evil has sprung from artificial advantages, such 
is government favoritism, evasion of law, railroad rebates, dis 
rimination in prices, sellers’ agreements, ete. When once a com 


inding position has been attained through these artificial ad- 
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The fundamental difference here is upon the question of the 
social efficiency of combinations. If it can be shown conclusively 
that the combinations do possess all of these economic advantages 
numerated above, and that it is possibe to correct their evils 
without destroying them, then agreement will be speedily reached 
that they should be preserved and the evils should be eliminated 
without a return to competition. If, on the other hand, the ad 
voeates of competition can demonstrate that it is impossible to 
remove the evils of monopoly without destroying it and that the 
independent large-scale producer enjoys practically all of the 
so-called advantages of the combination, then assent will be given 
to the proposition that competition must be restored and its evils 
ibolished without resort to combination. Do we now have suffi- 
cient evidence upon which a definite verdict may be predicted? It 
is the opinion of the speaker that exhaustive investigations should 
be undertaken by the government under the direction of an inter- 
state trade commission to ascertain the facts concerning these 
fundamental matters which are in dispute. Such investigations 
should have the widest scope. The comparison should be made 
between the trusts and the large-scale independent producers, not 
the small incompetent producers. Before we abandon competition, 
which in spite of its wastefulness and its other evils has contrib- 
uted so much to social progress, the advocates of monopoly under 
government supervision must show convincingly that trusts are not 
inimical to society. 

Do combinations really effect a saving to society? In order 
to determine that finally, we want to know whether the expense 
of management is actually reduced; whether combinations de- 
velop the highest type of entrepreneur; whether the amount of 
working capital is reduced because smaller stocks of finished 
goods are kept on hand; whether they secure greater specializa 
tion in machinery; whether they employ more scientific experts ; 
whether they have superior advantages in the production of auxil- 
lary products and by-products ; whether their outlay for insurance 
is lessened; whether the gain from a comparison of methods in dif- 
ferent plants is offset by a loss of initiative; whether increased 
size always brings increased efficiency ; what the point of maximum 
efficiency in an industry is; whether the opportunity of using only 
the best plants of a combination is neutralized by the loss involved 
in purchasing unnecessary establishments in order to eliminate 


competition and control the market; whether the advantage in 
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uggest that the importance of the factor of uncertainty as to 
government control of corporations has been somewhat exagger 
ted. Admitting that there is uncertainty, we must distinguish 
between two classes of enterprisers who may be affected by this 
state of mind. On the one hand there are the small producers 
ind independent large-scale producers (actual and potential) ; 
n the other hand there are the combinations. The cause of un 
ertainty among the former is not an apprehension of government 
ntervention in their business, but a fear that the government will 
interfere effectively with the prevalent practices of the combina 
tions and that the independents will be left exposed to the merci 
less methods of the trusts. The independent producer, therefore, 
hesitates before venturing his capital and labor in an enterpris« 
that may be crushed by the trust, which may cut prices in his 
ormal territory below the cost of production, or which may pr 
vent his obtaining raw materials or entering markets through 
factors’ agreements. The trusts themselves are therefore by their 
very existence responsible for part of the hesitancy in the business 
world. 
Uncertainty on the part of the trusts may arise from thre 
causes: doubt as to whether or not certain methods recently in 


roduced into business conform to the ethical standards of busi 


ness men; doubt as to the legality of the said methods; and doubt 
is to whether or not the practicing of such methods as are ac 
cepted as unlawful will involve the offender in prosecution and 
punishment. In view of the disclosures made in the recent prose 
cutions by the government it is safe to say that little of the de 
pression in business can be attributed to any certainty of 
combinations which springs from a solicitous fear lest they 
violate the code of business ethics. 

Let us now examine the ground of doubt as to the legality of 
certain methods. Time does not permit a consideration of the 
decisions upon each specific question submitted in the principal 
paper. However, an examination of the decisions of the federal 
courts in United States vs. The Southern Wholesale Grocers’ As 
sociation, United States vs. The General Electric Company, 
United States vs. The Standard Oil Company, United States vs. 
The American Tobacco Company, The Miles Medical Company 
vs. Park & Sons Company, The Bobbs-Merrill Company vs. 
Straus, Bauer vs. O'Donnell, and in other cases discloses the fact 
+} + 


at most of these practices are clearly condemned by the courts. 
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hefore the decisions were announced. As President McVey has said, 
heir effects had been discounted, in a sense, ever since the first 
forcement of the Sherman Act. This discounting is one of th 
st provoking features of the stock exchange, and is decidedly 
ewildering to the outsider who tries to understand its mysterious 
operations and the effects thereof. It is a case of “heads I win; 
tails I don’t lose;” for if a given event if followed by a definite 
change in the prices of stocks it is promptly said to be the cause 
f that change; but if the change does not take place, the effects 
the event, whether foreseen or not, are said to have been dis 
ounted. Certainly, the proper appreciation of the causal re 
tions of economic events, as distinguished from mere sequences, is 
riven to few men. This may be the reason why the property of 
thousands of innocent speculators so quickly passes into the hands 
if a few wizards of finance. 
But I believe that I may say without fear of contradiction that 
stock market heaved a sigh of relief when the decisions were at 
t announced; for then the worst was known and it was seen that 
he patient would live, even though he would have to pass through 
i. painful period of dissolution and reorganization. Moreover, the 
had effects of the Standard Oil decision seem to have been over 
discounted, for on May 16 there was a marked revival in specu- 
lation and sharp advances in both industrials and railways; which, 
however, lasted for little more than a week. The immediate effects 
of the Tobacco decision were different, for on May $1 there Was 
a tremendous break in American Tobacco stock, with a general 
lecline in stocks, followed by an upward reaction later in the 
lay. Standard Oil stock, however, remained fairly strong. 
\fter a while the stock market seems to have put a somewhat 
more favorable interpretation upon the decisions; and the com- 
parative buoyancy that prevailed during the months of June and 
July may safely be attributed in part to this cause. During thes 
nths there were a few other favorable circumstances, with some 
ss favorable events; but toward the end of July unfavorable 
influences predominated, such as reports of damage to crops, the 
decision of the Interstate Commerce Commission in the Spokane 
cases, and the Moroccan embroglio. Early in August the stock 
market collapsed, and depression ensued which lasted, with 
scarcely a break, until March, 1912. It is clear enough, then, that 
the decisions caused a considerable disturbance in the movement 
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important, and their effects insignificant; but when taken in 
onnection with the other prosecutions under the Sherman Act, the 
general attitude of the people, and the policy of the Government 
toward both trusts and railway companies, they are seen to be 
part of a movement that has rapidly gained strength in recent 
vears and is a serious menace to the power of “big business,” 
if not to “little business” as well. It would be interesting if the 
effects of this movement could be measured statistically, but the 
subject is too complicated for this method of treatment. 

The following figures, compiled by Professor Wesley C. Mitch 
ell and Doctor Minnie T. England, show clearly that we have 
suffered from a depression during the year 1913, but throw little 
light upon the fundamental or immediate causes of the depres 
sion. The index number of Professor Mitchell is based on average 
prices of the common stocks of forty railway companies; that of 
Doctor England is based on average prices of the common stocks 
of thirty-eight industrial corporations. Mr. Babson has com- 
piled similar statistics showing changes in the barometer of pros 
perity, but giving little information as to the causes of those 
hanges, 


INDEX NUMBERS 


1910 1911 1912 1913 
Ry. Ind. Ry. Ind. Ry. Ind. Ind 
108 118 98 98 91 92 9s 
February 99 99 90 91 90 
March : ine 107 108 99 101 93 95 90 
\pril 102 105 101 06 99 90 
May 102 98 103 95 100 90 
96 95 102 102 93 102 82 
July 89 92 101 102 92 103 
ree 92 93 101 97 95 107 SS 
September . 91 93 90 96 108 
i 98 97 92 SS 95 107 SO 
November ....... 98 97 94 90 93 105 82 
December ....... 96 95 95 90 90 101 


The prices of stocks form a good barometer of industrial 
weather, for they vary quickly in response to favorable or unfav- 
orable influences. Unfavorable conditions have predominated 
during the past four years, and prices of stocks have been for the 
most part depressed. Among the depressing causes most fre- 
quently mentioned in the financial journals have been the follow- 
ing: poor crops; wars in China, the Balkans, and Mexico; 
financial stringency in Europe; elections; political agitation 


against railways and trusts, including prosecutions and dis- 
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old psychology which treated intellect, feeling and will as though 
they were separate compartments in the soul, any one of which 
could exist without the others. ‘The old fable of the body and 
the members might well be studied by many well-meaning re 
formers, who do not quite realize the far-reaching consequences of 
their proposals. ‘They are like the syndicalists who try to break 
up machinery and ruin business, forgetting that they are doing 
serious damage to themselves. It is evident that the spirit of 
syndicalism is not confined to syndicalists. 


Georce E. Purnam: For the furtherance of business pros- 
perity it is obviously necessary that a well-defined plan of dealing 
with trusts be instituted. And few will deny that the first move 
should be made in the direction of reducing to approximate cer 
tainty the law on unfair methods so as to prohibit in the future 
those practices which have so largely contributed to the growth 
of industrial combinations. 

But such amendment to our existing laws does not solve the 
problem of dealing with trusts already formed. Shall it be 
assumed that the trusts are inherently evil, that they are founded 
on business irregularities, and an attempt be made to dissolve 
them? Or is it conceivably possible that some of the trusts really 
enjoy the economies of large scale production to the extent th 
their superiority over smaller concerns could be established? 
If so, would not regulation be better than dissolution? The 
whole matter of public policy seems to revolve about the correct 
answers to these questions. And it is not likely that a trust pro- 
gram will be wise or effective which does not make a distinction, 
based on facts, between the relatively efficient and _ inefficient 
combinations. 

Whether or not the view of Professor Hotchkiss be generally ac 
cepted—that on the whole trusts are inefficient—it is my belief 
that we are still groping in the dark, that we have no immediate 
means of ascertaining the degree of efficiency or inefficiency of 
these concerns. The savings due to managerial ability, coép 
eration, integration, abundant supply of raw materials, and 
transportation facilities are but vaguely understood. Moreover 
in competitive and related industries the problem of cost is one 
of joint cost under varying conditions of demand and ever chang 
ing methods of production. Even with a superabundance of facts 


relative to costs and large scale economies, it would require con 
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nopoly in the field of industry is altogether impossible, or that 
competition under a highly capitalistic régime can be made to 
operate at all times, will in all probability encourage law vio- 
lation and thereby defeat its own purpose. It seems doubtful, 
therefore, whether effective dissolution can always be accom- 
plished when economic forces are strongly opposed. 

The ultimate program for effective trust dissolution would 
seem to be one taking cognizance of the desirability of some com- 
binations either because they are efficient or because they have 
become vigorously intolerant of competitive conditions. To 
dissolve the efficient concerns would mean a social loss. To dis- 
solve completely the other type would probably be impossible. 
Therefore the natural alternative presents itself in the form of 
government price regulation of some industrial corporations 
engaged in interstate commerce. 

lowever objectionable this plan may seem—and its opponents 
ire clearly in the majority—I feel, nevertheless, that it has a 
number of merits, when properly limited, and that the ultimate 
result of its adoption would be for the best interests of all con- 
cerned. At present big business initiative is wavering, due per- 
haps to a combination of causes, but in no small measure to the 
uncertainty growing out of proposed trust legislation and disso- 
lution. To reduce to practical certainty the law on unfair 
methods of competition is an insufficient remedy for these con- 
ditions. In justice to the public and to wavering business there 
is needed an intelligent guidance, such in fact, as can be secured 
only through the aid of a commission composed of experts in whom 
is vested the three-fold function of investigation, control, and 
codperation with the Department of Justice. An investigation 
commission would have the burden of its duties materially re- 
duced if all corporations engaged in interstate commerce were 
required to submit full and complete reports. Price regulation, 
however, need not be made to apply immediately to all cor- 
porations, certainly not to those doing a legitimate business. 
On the contrary, complete control could be assumed only as the 
need appeared, or as gradually, in fact, as corporations were 
found guilty of wilful law violation. Such a plan would not only 
countenance price agreements where necessary, but at the same 
time would operate as a powerful restraint on the use of illegal 
methods,—so that little regulation would really be necessary. 
And finally, the commission, having satisfied itself with reference 
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to the inventor. But they do help the big capitalists to swindle 
the inventor on the one hand and the purchasing public on the 
other. 

Take the steel trust. To what does it owe its power? Largely 
to the tariff, to some extent to patents, but more than all else to 
its monopolization of the ore beds, due to a system of taxation 
that encourages them to grab all the mines they can get hold 
of and prevent others from using them. 

If you really want to get rid of the trusts, don’t prosecute them, 
repeal the unjust laws to which they owe their power for evil, 
and they will quickly become harmless. And until those laws 
are repealed, you can never destroy them by anti-trust legisla- 
tion or court decisions, 


VANDERVEER Custis: We have heard the trusts spoken of as if 
they were not the results of evolution but the artificial products 
of designing men who wished to secure for themselves the gains of 
promotion or the profits of monopoly. ‘That such motives played 
i large part in their formation is unfortunately true. Yet they 
are nevertheless products of evolution. We have them with us, 
not only because of the gains that could be made from them, but 
because the conditions were such as to select them for survival. 
This is not to say that they are either good or inevitable. The 
rattlesnake and the yellow fever mosquito are products of evo- 
lution, and to say the same of the trusts is by no means to beg the 
question in their favor. 

What I wish to emphasize is that a recognition of the evolu- 
tionary character of the trusts is important. The policy of mere 
dissolution will not accomplish satisfactory results if the forces 
that led to the formation of the trusts are left at work. Some 
of these, indeed, it is proposed to render ineffective or to destroy, 
but this is not true of all of them. This is fortunate, for some 
of these forces are of great significance in connection with in- 


+ 
dustrial efficiency. The whole history of modern industry has been 
marked by the development of concentration, and the result is that 
in an increasing number of industries any competition that we 
are likely to have is competition between large and powerful 
units. None of us, I suppose, would advocate a return to the 
conditions of small industry; but we often fail to realize, what 
we know well, that competition between great industrial organi- 
zations, particularly where much fixed capital is used, is a very 
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form, so that the cases in which there is a tendency toward a 
lefinite cost level would become special cases of a broader gen 
eral principle, the special cases in which “prime cost” and “total 
cost” come together. But this is an aside. 

If these things are true, it is also true that the real force in 
many competitive businesses that now makes for tolerable condi 
tions is not so much active competition, which tends to cutthroat 
war and agreements, but the poor phantom of “potential com- 
petition.” This not only among recently dissolved trusts but 
mong many businesses we have never thought of dissolving. 
And that this is why these semi-dissolutions, establishing as they 
do partial communities of stockholders’ interests, still seem to 
be promising to produce a tolerable condition. If that is so, 
the emphasis is thrown back upon the proposition favored by 
some of the earlier speakers for preventing unfair competition 
by statute. Professor Durand gave three good reasons for 
doing this; I should like to add a fourth, namely, that we need to 
be sure that unfair competition shall be attacked as soon as it 
appears, not taken as evidence of illegal intent after it has done 
its work. We need to save competitors alive, not try to revive 
them after they are dead. The speakers have indicated that it 
is doubtful whether the Department of Justice of the courts will, 
under existing law, develop such a policy as quickly as it is needed. 
By statute, Congress could establish such a policy definitely, 
surely, and immediately. 


W. W. Fotwe t said, in substance, that corporations are going 
to be regulated; political exigencies render that inevitable. It is 
most desirable that regulation be wise, and it would better be 
gradual. President Roosevelt in the last year of his administra- 
tion sent a message to Congress recommending the amendment of 
the Sherman Act so as to allow parties to contracts and combi- 
nations to obtain an administrative ruling in advance as to its 
legality. A bill was introduced to effect the purpose. A contract 
or combination found obnoxious was to be forbidden; those not so 
found were to be immune. 

Senator Nelson of Minnesota of the Senate Committee on Judi- 
ciary, to which the bill had been referred, submitted an adverse 
report which has ever seemed wise to the speaker.' It is a maxim 
of judges never to define fraud. Such legislation as that proposed 
would simply have the effect to set up particular obstacles in the 


*Senate Report No. 348, 60th Congress, 2d Session, Jan. 9, 1909. 
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light in the form of concrete information applied to particular 
trusts and to particular phases of their operation. 

As a former deputy commissioner of corporations, even more 
as the first statistician of the Bureau, Professor Durand speaks 
with authority in pointing out the limitations surrounding any 
special inquiry into trust efficiency. “Of investigations there is 
no end” expresses no doubt a sentiment which at times we all 
feel. On the other hand, I do not understand Professor Durand 
to infer that we ever can or should have an end to inquiries into 
trusts or into business in general. The relation between govern- 
ment and business has become too intimate and too vital to the 
continued progress of the country for the government seriously 
to consider any radical curtailing of its investigating activity. 
Enlightened publicity with respect to business affairs has become 
a permanent necessity and will figure very largely in the service 
which any industrial or trade commission may render. 

Professor Wildman has raised the very important question, 
“What will follow the conclusion that any industry is permanently 
and advantageously monopolistic?” I quite agree with the view 
that such a conclusion will carry the same burden of responsi- 
bility for government regulation as now attaches to the so-called 
public service corporations. Whatever the present legal distinc- 
tions, I can see no essential difference in economic effect between 
accepted and approved monopoly in the supply of gas and a similar 
monopoly in the supply of anthracite coal. 

One of the speakers has seemed to suggest that the paper as 
read is a wide departure from the subject, “Recent trust de- 
cisions and business.” In his remarks he appears to identify 
business with the condition of the stock market. If this is his 
inference, it seems to me to represent a very inadequate view. 
Security transactions no doubt are in some measure a barometer 
from which the immediate business situation, more particularly 
the business mind at any time, can be roughly ascertained. Busi- 
ness, however, is a much more comprehensive concept than this, 
and one which, as set forth in the paper, must be regarded from 
the long-time point of view. From this standpoint it is the pos- 
sible permanent effects of government activity which should 
receive primary emphasis in discussing a subject like trusts, 
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Whereas, This is essential to the progress of economic science, 

rherefore, Be it Resolved, That a committee of three be constituted to 
examine and report upon the present situation in American educational 

titutions as to liberty of thought, freedom of speech, and security of 
tenure for teachers of economics, and that this committee be authorized to 
cobperate with any similar committees which may be constituted by other 
cieties in the field of the social sciences. 


A meeting of the Executive Committee was held in the Hotel 
Radisson on Saturday, December 27, at 10:30 p. m. In the ab- 
sence of President Kinley, Vice-President Hotchkiss took the chair. 
There were present, besides Mr. Hotchkiss, Messrs. Ely, Dewey, 
Hammond, Babson, Plehn, Marshall, and Carver. 

On motion it was voted to suspend the vote of May 31, 1913, 
declaring it to be the policy of the Association that the editing 
of the proceedings of the annual meeting should be done in the 
office of the Managing Editor of the American Economic Review 
and to continue the present practice under which the editing of 
the proceedings of the annual meeting is done in the office of the 
Secretary-Treasurer. 

On motion it was voted to recommend to the Association that a 
committee of three be appointed by the President to consider the 
whole question of the policy of the Association respecting the 
office of Secretary-Treasurer and to report at the next annual 
meeting. 


A special meeting of the Executive Committee was held in the 
Hotel Radisson on Sunday, December 28, at 9 p. m. There 
were present Messrs. Kinley, Fetter, Ely, Durand, Hotchkiss, 
Marshall, Hammond, Babson, Dewey, and Carver. Professor 
M. S. Wildman of Stanford University spoke of the conditions 
offered for meeting in San Francisco in 1915. Professor Fetter 
presented the invitation of the President of Princeton University 
to meet in Princeton in 1914. 

Professor Durand reported for the sub-committee to consider 
the question of recommending to universities that work done by 
graduates in bureaus of municipal research, eficiency bureaus, 
ete., be counted in partial fulfillment of the conditions for ad- 
vanced degrees, that it was not yet ready to make a positive 
recommendation. On motion, this report was accepted and the 
Secretary was authorized to transmit to the business meeting of 
the Association the report of the Executive Committee that it 
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The Secretary is requested to transmit a copy of this resolution to each of 
the persons and organizations named, and to record it in the proceedings of 
the Association. 

The members of the American Economic Association are mindful of the 
effective services of the outgoing Secretary, Thomas N. Carver. During his 
dministration of the office, the affairs of the Association have been carefully 
nd successfully managed during a trying period of readjustment, and the 
organization has enjoyed a period of developing prosperity and of increas- 
ng service. It must be recognized that the activities of the Association are 
dependent in large measure upon increased membership and increased finan- 
cial resources, and that these means have been secured largely through the 
Secretary’s painstaking and foreseeing efforts. 

Be it resolved, therefore, that we formally extend to Professor Carver 
this expression of our grateful appreciation of his five years of service, and 
that this resolution be entered upon the minutes. 

A. B. Wore, 
G. O. Virtrve, 
M. S. WitpMay, 
Committee on Resolutions. 

For the information of the Executive Committee a vote of 
preference was requested from the Association as to the place 
of the next annual meeting. The vote was unanimous in favor 
of Princeton. 

The resolution offered by Professor Fetter at the preceding 
meeting of the Association was, on motion, adopted. On motion, 
it was voted to appoint Professor E. R. A. Seligman as chairman 
of the committee provided for in the resolution, and to au- 
thorize him in consultation with the incoming President to appoint 
the two other members of the committee. Professor E. Dana 
Durand of the University of Minnesota presented the following 
resolution : 

Resolved that it is the sense of this Association that the Federal Govern- 
ment should take such administrative or legislative action as will assure 
a proper representation of the United States at government expense at im- 
portant international congresses and other international meetings of delegates 


relating to economic, sociological, political, and statistical subjects. 


On being submitted to a vote, the resolution was adopted. 

On motion of Professor R. T. Ely of the University of Wis- 
consin it was voted to appoint Professor Durand a committee of 
one to act with the Executive Committee to take appropriate 
measures to accomplish the purpose described in the foregoing 
resolution. 

On motion of Professor W. A. Scott of the University of 
Wisconsin it was voted that the Executive Committee be au- 
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REPORT OF THE SECRETARY FOR THE YEAR ENDING 
DECEMBER 15, 1913 


Since the last annual meeting there have been two meetings of 
the Executive Committee, one at the Harvard Club in New York 
on February 22, 1913, and a second at the University Club, 
Cleveland, Ohio, on May 31, 1913. 

Among the subjects discussed and voted upon at the first 
meeting were the time and place of the annual meeting for this 
year and the plans therefor. The question of holding the meet- 
ing for 1915 in San Francisco was then presented and the Sec- 
retary appointed a committee to inquire into the facilities for 
going there. 

At the second meeting the Secretary informed the Committee 
of his removal from Cambridge and of his change of work, in 
view of which he presented his resignation. At the request of the 
committee, however, he decided to retain the office for the re- 
mainder of the year, and was authorized to make arrangements 
for such clerical help as would maintain the work of the office. 

During the year ending December 15, 1913, the following 
changes in the list of members and subscribers have taken place: 


Removed for lack of address............ 14 
Dropped for non-payment of dues........ 112 
Subscribers discontinued.................. 11 
238 
New subscribers 33 


The total number of members and subscribers reported in 1912 
was 2715. The total number would therefore now be 2513. Of 
these nine are honary members, 83 are life members, and 264 
are subscribers. 
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Additions in 1909, 430. Removals, 100. Net gain, 330. Total, 1360 

Additions in 1910, 401. Removals, 59. Net gain, 342. Total, 1702 

Additions in 1911, 814. Removals, 112. Net gain, 702. ‘Total, 2404 

Additions in 1912, 540. Removals, 229. Net gain, 311. Total, 2715 

Additions in 1913, 271. Removals, 473. Net loss, 202. ‘Total, 2513 
Cuances Five Years 


Additions, 2456. Removals, 973. Net gain, 1483. 


The twenty-six deaths reported to the Secretary during the 
year are of the following members : 


Mrs. J. A. Beeber A. C. Jennison 

G. W. Bennett A. Kaupas 

William M. Bairman Amory A. Lawrence 
Emil L. Boas E. QO. Lyte 

Albert S. Brandeis J. Pierpont Morgan 
George A. Casey Alfred T. Perry 
Robert C. Chapin John R. Planten 
William F. Corne Gustav H. Schwab 
George G. Crocker T. Guilford Smith 
H. J. Freeman Horace J. Stevens 
William B. French Anson P. Stokes 
Charles M. Hays George H. Utter 
A, O. Heyer Lester F. Ward 


Invitations for the meeting of 1914 have been received from the 
following bodies: 

New Orleans Conventions and Tourist Bureau, New Orleans; 
Galveston Commercial Association, Galveston, Texas; The Co- 
lumbus and Publicity Association, Columbus, O.; The Denver 
Convention Association, Denver, Col.; The Merchants Associa- 
tion of New York; The Chamber of Commerce, Wilmington, Del. ; 
The Indianapolis Chamber of Commerce, Indianapolis, Ind.; The 
Niagara Falls Bureau of Conventions; The President of Princeton 
University. 

In laying down the work of the office, the Secretary wish 2s to 
thank the members of the Association for the support which they 
have given to the work of increasing the membership, and for the 
patience with which they have received the numerous requests for 
help and other communications which he has sent them. 

Respectfully submitted, 
T. N. Carver, Secretary. 
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C Annual Meeting 
\ 
Expense ....... 5185.40 
Luncheon ...... 301.00 
thi - — 486.40 
Miscellaneous ............ 13.55 
36 — - 2934.91 
Storage of Publications............... 50.00 
—— $11,292.20 
Cash on hand December 15, 1913: 
$1939.27 
$4,005.94 
$15,298.14 
The five hundred dollar contribution received for the purpose 
of extending the membership (also an unexpended amount of $64 
of a contribution for the same purpose last year) has been ap- 
portioned to the following accounts: 
Printing and Stationery... ; 125.65 
$564.00 


This reduces the totals of these accounts in the final statement 
or income account as presented in the Auditors’ report. 

All bills for the year which have been presented have been 
paid. There are a few unsettled accounts, but they are very 
small, 

In the early autumn it was uncertain whether there would be 
a sufficient amount in the treasury to meet all the expenses of the 
year, and the Treasurer addressed a circular letter to all who 
had pledged for three years to the Guarantee Fund for the Review, 
stating in the letter that the guarantors were at liberty to deduct 
from the amount of their pledges the two dollars increase in the 
membership dues. While a number availed themselves of this 
privilege, many did not, and, as stated, $1983.25 has been re- 
ceived. The $130.00 reported last year as paid in advance on this 
year’s pledges makes the total of this fund for the year $2113.25. 
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REPORT OF THE AUDITING COMMITTEE FOR YEAR 
ENDING DECEMBER 15, 1913 
INCOME AND OUTGO 


Ordinary Income: 


Less Defaulted’ 422.25 

Net 

— -$11,186.74 


Ordinary Outgo: 


Travelling Expenses....... 32.75 
Stationery and Printing.... 133.53 
46.37 
Telephone and Telegraph... 39.13 
Storage and Publications... 50.00 
Annual Mecting........... 99.43 
Miscellaneous Expense...... 13.55 

— 2021.46 

Surplus of Ordinary Income $9165.28 
Publication Outgo: 

$ 3328.01 
Contributional 1268.35 
Editorial Expenses........ 1308.19 
Proceedmgs, ete. .......... 835.74 

$8240.29 

Publication Income: 

Subscriptions ............ $ 1267.62 
$ 1935.65 
Less Uncollectible Items. ... $1.12 

1904.53 


*Dues of 1918 charged to members who have paid nothing since 1911 are 
here written off. 
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\ctual Surplus prior to 1918.... 
Surplus for the Year 1913... 


Surplus December 15, 1913..... 


209 


$1691.88 


1942.77 


$6654.65 


Morse Cote, 


W. Dore, 


Harvey S. CuHasr, 


Auditing Committee. 


REPORT OF THE MANAGING EDITOR OF THE AMERI 
CAN ECONOMIC REVIEW, DECEMBER, 1913 


The American Economic Review has now completed its third 


vear. Expenditures during 1913 were $7404.55 as compared 


with $6922.90 in 1912. 


during the past three years have been as follows: 


Salary of editor... 
Contributors 

Clerical assistance. 
Travelling expenses of edi- 


1913 
$3328.01 
1500.00 
1268.35 
985.09 
325.10 


1912 
$3220.83 
1500.00 
1114.50 
794.89 
292.68 


$6922.90 


By principal items the expenditures 


1911 
$2495.18 
1500.00 
1320.25 
865.50 
413.51 


136.15 


$6730.59 


It will be observed that the outlay for 1913 was $481.65 
greater than in 1912. For this increase printing is responsibl 
for $107.18. This, however, is largely due to an increase in the 
item of postage, the Review having assumed a larger part of the 
postage expenditure charged by the Princeton University Press. 
Payments to contributors have increased by $153.85. Nearly 
$100 of this was due to the payments for notes on legislation. It 
has been believed that this part of the Review was serving a most 
useful purpose and that it would be wise to make some recompense 
for the assistance of the coéperating members. Clerical assist- 
ance increased by $188.20, largely due to the increase in salary 
of the managing editor’s secretary who is able to render a more 


valuable service. Supplies increased by $32.43, but this is offset 
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from 9 per cent in 1911 to 13 per cent in 1913. This department 
contained, in 1913, 42 signed communications. 

Although the total space devoted to periodical abstracts has 
declined, the number of titles entered has increased. In 1913 there 
were 1877 titles, as compared with 1727 in 1912. In part the 
reduction in space is due to the loss of services of abstractors, so 
that for certain topics the entries were made without annotation. 
Here note should be made of the cordial coéperation of the members 
who have charge of the different topics for abstract. This task 
is by no means a pleasant one. Often it must be done under 
great pressure and inconvenience, and it is a routine service offer- 
ing little opportunity for expression of individual judgment. 
During the past year the Review has lost in this connection the 
services of Professor W. F. Gephart who had charge of Insurance, 
of Professor F. R. Fairchild in charge of Money, Banking, Credit, 
and Prices, and of Professor H. S. Person in charge of Commerce. 
For the latter group Dr. Melvin T. Copeland of Harvard Uni- 
versity has kindly agreed to assume responsibility; for Money, 
Credit, and Banking, Professor D. C. Barrett of Haverford Col- 
lege; and, for Prices, Dr. H. J. Harris of the Library of Congress. 

Some statement should be made in regard to the policy of the 
editors. An endeavor has been made to draw into the circle of 
contributors as large a number of our members as possible. For 
some of the work it is necessary to have a permanent staff of 
helpers, as in the preparation of the periodical abstracts, and, 
to a less extent, of the legislative notes. But the group of re- 
viewers is constantly extending. During the first two years there 
were 175 different reviewers, and, during this third year, 51 new 
names were added, making a total of 226. In thus aiming to 
secure a wide representative expression of the judgement of our 
membership, guard has been taken against relying upon immature 
experience or unscholarly aid. There have been 48 different 
authors of 58 leading articles during the three years. This also 
indicates an effort to extend the hospitality of the Review to as 
large a circle as possible. 

Davis R. Dewey, 
Managing Editor. 
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Publications of the American Economic Association 


FIRST SERIES 


Any volume in paper, $4.00; in cloth, $5.00 for a single volume, $4.00 for each additienal 


wme ordered at the same time. Vol. XI, in paper, $2.00; in cloth, $2.50 


Set of 11 volumes in cloth, with index, $41.00. 


Numbers starred are sold only with the set; but those double starred can be obtained in 


revised edition. For information apply to the Secretary. 
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Volume I, 1886 
Price in paper 
Report of Organization of the American Economic Association. Pp. 46. $ .50 


*Relation of the Modern Municipality to the Gas Supply. By E. J. 
James. Pp. 66 75 
Coéperation in a Western City. By Albert Shaw. Pp. 106. 75 
Codperation in New England. By E. W. Bemis. Pp. 136 75 
*Relation of the State to Industrial Action. By H. C. Adams. Pp. 85. .75 


Volume II, 1887 


Three Phases of Cooperation in the West. By Amos G. Warner. Pp. 119. .75 
Historical Sketch of the Finances of Pennsylvania. By T. K. Worthington 


Pp. 100. 75 
The Railway Question. By Edmund J. James. Pp. 68. 75 
Early History of the English Woolen Industry. By W. J. Ashley. Pp. 85. .75 
Mediaeval Guilds of England. By E,. R. A. Seligman. Pp. 113 75 
Relation of Modern Municipalities to Quasi-Public Works. By H. C. 

Adams and others. Pp. 87. 75 


Volume III, 1888 


Statistics in College, by C. D. Wright; Sociology and Political Economy, 
by F. H. Giddings; The Legal-Tender Decisions, by E. J. James 
Pp. 8o. 


75 
Capital and Its Earnings. By John B. Clark. Pp. 60. 75 
The Manual Laboring Class, by F. A. Walker; Mine Labor in the Hocking 
Valley, by E. W. Bemis; Report of the Second Annual Meeting. 
Pp. 75 
** Statistics and Economics. By Richmond Mayo-Smith. Pp. 127. 1.00 
The Stability of Prices. By Simon N. Patten. Pp. 64. 75 
Volume IV, 1889 
Contributions to the Wages Question: The Theory of Wages, by Stuart 

Wood; Possibility of a Scientific Law of Wages, by J. B. Clark. 

Pp. 609. 75 
Socialism in England. By Sidney Webb. Pp. 73. 75 
Road Legislation for the American State. By J. W. Jenks. Pp. 83. 75 
Third Annual Meeting: Report of the Proceedings. Pp. 123. 75 
Malthus and Ricardo, by S. N. Patten; The Study of Statistics, by D. R 

Dewey; Analysis in Political Economy, by W. W. Folwell. Pp. 60. 75 
An Honest Dollar. By E. Benjamin Andrews. Pp. 50. 75 

Volume V, 1890 
The Industrial Transition in Japan. By Yeijiro Ono. Pp. 122. 1.00 
Two Essays on Child-Labor. By W. F. Willoughby and Clare de 
Graffenried. Pp. 150. 75 


Papers on the Canal Question. By E. J. James and L. M. Haupt. Pp. 8s. 1.00 
History of the New York Property Tax. By J. C. Schwab. Pp. 108. 1.00 
The Educational Value of Political Economy. By S. N. Patten. Pp. 36. 7 
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Publications of the American Economic Association 


The Populist Movement. By Frank L. McVey. Pp. 8&1. 50 
;. The Present Monetary Situation. By W. Lexis. Translated by John 
Cummings. Pp. 72. 50 


roblem in Cleveland. By W. R. Hopkins. Pp. 94. .75 


<-6. The Street Railway P 


Volume II, 1897 


Ninth Annual Meeting: Hand-Book and Report. Pp. 162. 50 
1. Economics and Jurisprudence. By Henry C. Adams. Pp. 48 50 
2. The Saloon Question in Chicago. By John E. George. Pp. 62 
3. The General Property Tax in California. By C. C. Plehn. Pp. 8&8 50 
4 Area and Population of the U. S. at Eleventh Census. By W. F. Willcox 
Pp. 60. 50 
\ Discussion Concerning the Currencies of the British Plantations in 
America, etc. By William Douglass. Edited by C. J. Bullock. 
Pp. 228. 50 
Density and Distribution of Population in U. S. at Eleventh Census. By 
W. F. Willcox. Pp. 79. 50 
Volume III, 1898 
Tenth Annual Meeting: Hand-Book and Report. Pp. 136. 50 
t. Government by Injunction. By William H. Dunbar. Pp. 44. 50 
2. Economic Aspects of Railroad Receiverships. By H. H. Swain. Pp. 118. .so 
:. The Ohio Tax Inquisitor Law. By T. N. Carver. Pp. so ) 
;. The American Federation of Labor. By Morton A. Aldrich. Pp. 54 50 
5. Housing of the Working People in Yonkers. By E. L. Bogart. Pp. &2 .50 
The State Purchase of Railways in Switzerland. By Horace Michelie; 
translated by John Cummings. Pp. 72. 50 
Volume IV, 1899 
Eleventh Annual Meeting: Hand-Book and Report. Pp. 126. .50 
I. Economics and Politics. By A. T. Hadley. II. Report on Currency 
Reform. III. Report on the Twelfth Census. Pp. 70 50 
Personal Competition. By Charles H. Cooley. Pp. 104. .50 
3. Economics as a School Study. By F. R. Clow. Pp. 72 50 
4 The English Income Tax. By J. A. Hill. Pp. 162. 1.00 
6 (and last). *Effects of Recent Changes in Monetary Standards upon 
Distribution of Wealth. By F. S. Kinder. Pp. 91. 50 
NEW SERIES 
1. The Cotton Industry. By M. B. Hammond. Pp. 382. (Jn cloth $2.00.) 1.50 


Scope and Method of the Twelfth Census. Critical discussion by over 
twenty statistical experts. Pp. 625. (Js cloth $2.50.) 2.00 
Both volumes, in cloth, $4.00. 


THIRD SERIES 


Nots.—During 1896-1899 the Association issued its publications in two series, viz.: the bi 
monthly Economic Studies, and the “New Series” of larger monographs printed at irregular 
intervals. In 1900 it reverted to the policy of issuing its monographs, now called the “Third 
Series” of the publications, at quarterly intervals. 
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